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VALUABLE INFORMATION 


Our Statistical Department has recently issued some very interesting pam- 
phlets relative to the stocks of the following companies. We shall be glad to 
send copies on request to those interested. 


LEHIGH VALLEY RAILROAD. 
Bew investors realize the position in which the Lehigh Valley stands today. 
The present situation is clearly set forth in our pamphlet. 
BALTIMORE & OHIO. 
The immediate future of this road is set forth in this pamphlet and its great 


possibilities explained in detail. One of these is the extent to which B. & O 
will benefit when the Reading distributes its “outside” assets. 


ALLIS-CHALMERS. 

The privilege of depositing Allis-Chalmers securities with the Reorganiza- 
tion Committee, without penalty, expires June 1. Holders of the 5% bonds and 
the preferred and common stocks should make up their minds as soon as_ possible 
as to what they are going to do with their securities. Our pamphlet will assist 


them. 
REPUBLIC IRON AND STEEL. 
In view of the recent discontinuance of dividends on the preferred stock and 
the great improvement in the steel market since that action was taken, our re- 
view of this company’s operations and opinion as to its value should be of great 


interest. 
LEHIGH VALLEY COAL SALES COMPANY. 

Issued originally when this stock was quoted at 196-198, this eyes Has 
helped thany to make big profits. The striking similarity with the D., L. & W. 
Coal Co. (which is quoted around 400), is shown. Lehigh Valley Coat Sales 
possesses remarkable possibilities. 

READING & SEGREGATION. 

A booklet, said to be the most comprehensive ever issued on the subject of 
the forthcoming segregation by the Reading Company of its coal, iron and other 
“outside” assets. 

AMERICAN CAN. 

_The future possibilities of this stock are freely discussed in this pamphlet, 
which goes deeply into the question of the company’s earnings and expenses, 
and expresses an interesting opinion upon the value of the stocks. 

ILLINOIS CENTRAL. 


_ Effect of the threatened suit for $20,000,000 against this railroad, the strike 
of its employees, the floods in its territory, and ether adversities upon the road’s 
dividend prospects is fully discussed in our pamphlet. 


JUDGING SECURITIES. 
A booklet containing some very useful information for investors and specu- 
lators who figure out values for themselves, clearly stating the important con- 
siderations in making such calculations. 


Any or all of the above will be sent on request to those interested. 


Our Statistical Department has complete information relative to all securi- 
ties in the United States and Canada, whether listed or unlisted. Inquiry invited. 


EASTMAN, DILLON @® CO. 
Members New York Stock Exchange 
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The Hedging of Investments 
A Selection of Stocks Adapted to This Plan of Operating. 


on “Hedging Investments” in the 

April number of THe MacGazine 
oF WALL StTREET, a number of readers 
have inquired as to what stock would be 
suitable for this method at the present 
time. 

A considerable amount of individual 
judgment enters into this problem, and 
we would not attempt to make specific 
recommendations; but there are certain 
stocks answering the general require- 
ments as laid down in the previous ar- 
ticle, to which attention may be called, 
and the investor who desires to operate 
in this manner can then make his own 
selection. 

In a word, the hedging of investments 
means buying a good stock and selling a 
poor one at the same time. The stock 
bought should : 

(1) Be a dividend-payer, so that the 
buyer may get interest on his money 
while he holds it. 

(2) Have an active market, so that it 
can be bought and sold readily. 


ies the publication of the article 





(3) Earnings should be well in excess 
of dividend requirements. 

(4) Earnings should have shown a 
gradual increase over a period of years. 

(5) The price should be low in com- 
parison with the dividends and earnings. 

The stock sold should have, in a gen- 
eral way, the opposite of the above char- 
acteristics: It should be a non-dividend 
payer, so that the investor will not have 
to pay dividends while short of it. Its 
earnings should show a decreasing ten- 
dency and its price should be high com- 
pared with earning power. 

Turning to the “Bargain Indicator” in 
the May issue, and considering the stocks 
in order, we rule out Hocking Valley as 
inactive ; Colorado & Southern as paying 
too small a dividend; Denver & Rio 
Grande, Southern Railway common, 
Kansas City Southern and Erie as pay- 
ing no dividends. 

Lehigh Valley, Union Pacific, Louis- 
ville & Nashville, Atchison, Southern Pa- 
cific and Reading—in fact most of the 
standard rails—failed to show any in- 
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crease in earnings for 1911. Most of 
them showed decreases as compared with 
1910. 

This was due not so much to dullness 
of general business as to the special diffi- 
culties of the railroads—higher wages, 
higher cost of materials, and lower rates 
—and so far the situation in these re- 
spects seems to grow worse instead of 
better. The trade unions are still suc- 
cessful in securing higher pay for their 
members, prices of commodities in gen- 
eral continue to rise, and the Interstate 
Commerce Commission continues to re- 
duce a good many more rates than it 
increases. 

It will be wise, therefore, both from 
the figures as given in the “Bargain In- 
dicator” and from the ordinary common- 
sense standpoint, to avoid buying a rail- 
road stock on this plan unless there is 
some exceptional reason for doing so. 

On the other hand, the roads which 
did show increases in net earnings in 
1911 demonstrated their exceptional 
strength, because they accomplished this 
result in the face of the general difficul- 
ties against which all the roads in com- 
mon had to contend. 

For example, Erie, Atlantic Coast, 
Southern Railway and St. Louis South- 
western made excellent gains in net for 
1911. Erie accomplished this by im- 
provement of its line and of its facilities 
for handling business. The other three 
roads are in rapidly growing territory 
and they profited by continued large 
gains in gross. 

The two prominent street railway sys- 
tems included in the table, Twin City 
Transit and Brooklyn Transit, have also 
shown steady though moderate increases, 
as they have not suffered from high casts 
to the same extent as the steam railroads 
and their rates have not been reduced. 

Tt is more difficult to make selections 
among the industrials. Bethlehem Steel 
preferred answers all requirements, ex- 
cept that dividends have not yet been de- 
clared on it, though frequently rumored. 
One would prefer to avoid International 
Harvester until its legal difficulties are 
cleared up. American Beet Sugar an- 
swers the requirements. Most of the 
others show more or less erratic fluctua- 
tions in yearly earnings. 

With this preface, we suggest for con- 
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sideration the following stocks for the 
buying side of the hedge: 

Twin City Rapid Transit common.— 
This company controls all street railways 
in Minneapolis, St. Paul and Stillwater. 
Has exclusive franchise in Minneapolis 
and perpetual franchise in St. Paul. 
Total mileage, 390. Has shown a con- 
tinuous increase in net earnings for six 
years, and has spent large amounts for 
new construction, thereby adding to the 
value of the property. No increase in 
capitalization, either bonds or stock, for 
three years, although abeut $3,000,000 
have been expended for improvements 
during that time. Located in growing 
cities and apparently has good prospect 
of further increase in earnings. 

Atlantic Coast Line. — Continuous 
yearly increases in earnings since 1908, 
and earnings for 1910 and 1911 exceeded 
the prosperous years 1906 and 1907. 
Dividend recently raised from 6 per cent. 
to 7 per cent. Owns more than half of 
Louisville & Nashville, which includes 
large equities resulting from reinvest- 
ment of Louisville earnings in improve- 
ments. The Coast Line gets the highest 
rate per mile of any of the Southeastern 
roads. Working capital nearly doubled 
last fiscal year, and profit and loss bal- 
ance equivalent to 38 per cent. on the 
common stock. Increase in earnings due 
to growth of territory, and further in- 
crease seems likely. 

Brooklyn Rapid Transit—Rapid in- 
crease in earnings during 1910 and 1911, 
and prospects for 1912 are still better. 
Strong talk of increase in dividend to 
6 per cent. For six years, five million to 
six million dollars annyally ‘were spent 
in new construction and rehabilitation. 
The company is now getting the benefit 
of this expenditure. Population of 
Brooklyn growing rapidly. 

Southern Railway _ preferred.—Great 
and continuous increase in earnings 
since 1908, accompanied by adequate 
maintenance. Apparently will show for 
fiscal year ending June 30, 1912, as large 
earnings as in 1911. In a growing ter- 
ritory and has big possibilities for the 
future. 

St. Louis Southwestern preferred.— 
Steady increase in earnings since 1908, 
due largely to development of territory. 
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Is planning extensions into Texas to 
profit by development of new traffic by 
Panama Canal. Earnings for fiscal year 
1912 may reach 9 per cent. for preferred, 
against 6 per cent. in 1911. Talk of in- 
crease in dividend from 4 per cent. to 
5 per cent. 

Bethlehem Steel preferred —Rapid in- 
crease in earnings, accompanied by large 
additions to property, since 1908. A 
steel company showing an increase for 
1911 over 1910 made a surprising record, 
as U. S. Steel common earnings fell from 
12.3 per cent. in 1910 to 5.9 per cent. in 
1911, and the year was a very dull one 
in the steel business. Dividends on pre- 
ferred seem practically a certainty, but 
this rests with President Schwab. Dur- 
ing past five years the company has re- 
tained in its business surplus earnings 
of $6,700,000, which equals $45 a share 
on the common stock. Perhaps the best 
managed of all the steel companies. 

American Beet Sugar common.— 
Steady increase in earnings 1907 to 1912. 
Might be adversely affected by reduction 
of tariff on sugar, but seems able to 
make good profits under any tariff that 
can reasonably be expected. Controls 
about 25 per cent. of beet sugar industry. 
Consequently, its profits have not been 
secured by monopoly control, but because 
the company is in a position to produce 
sugar more economically than other com- 
panies. Dividend on the common seems 
to be permanently assured, and stock 
may apparently be expected to become 
more popular with investors as time 
passes. 

In picking out the short side of the 
hedge, we have to remember that the 
stocks seletted are not necessarily going 
to decline from the prices at which they 
are sold—that would depend upon the 
movement of the general market. They 
are sold short because in an advancing 
market they are likely to advance less in 
proportion than the stocks whose earn- 
ings are increasing, while in a bear mar- 
ket they will probably decline more. 

There are plenty of stocks which 
showed decreases in 1911, but very few 
which have fallen off continuously over a 
period of years. This is entirely natural, 
for the United States is a bull country. 
Another difficulty is that a stock show- 
ing continual decreases generally falls 


out of favor with speculators so that the 
market for it becomes inactive and the 
bid and offered prices may be some dis- 
tance apart. 

The following stocks seem to be as 
good as any for the purpose desired : 

Big Four common.—This road passed 
its common dividend in 1911, but the 
stock has had only a moderate decline. 
It is in a territory which is already pretty 
well developed and its business will grow 
only with the slow increase in popula- 
tion. It is a sub-company of the New 
York Central and its through business is 
so handled as to benefit New York Cen- 
tral. Its prospects do not seem as good 
as those of the companies listed above 
as possible purchases. There has been 
talk of a combination of New York Cen- 
tral and its subsidiaries into a single cor- 
poration. It would be impossible to de- 
termine in advance the effect of such a 
move on Big Four stock, but of course 
the earning power of the road would not 
be changed to any important extent. 

Minneapolis & St. Louis preferred.— 
Rapid decrease in earnings since 1906, 
and in several recent months has not 
earned fixed charges. Has recently ab- 
sorbed the Iowa Central, but this does 
not strengthen it much, unless further 
alliances can be made with connecting 


systems. The road is in a relatively 
weak position. 
American Woolen common.—Earn- 


ings have shown erratic fluctuations, and 
company has not built up any important 
increase in earning capacity. Two mills 
have been built and others improved, but 
the preferred stock has been increased 
from twenty million to forty million dol- 
lars since formation. Common stock re- 
cently reduced from $29,500,000 to $20,- 
000,000, by purchases in the market. The 
company now has two difficulties to con- 
tend with—probable reduction of the 
tariff on woolen goods and general in- 
creases in wages. 

American Cotton Oil common.—Defi- 
cit in 1911 owing to high price of cotton 
seed. While cotton seed is considerably 
lower at the present time, it is not low 
as compared with most years preceding 
1911. The uses of cotton seed have 
greatly increased and it is more and more 
generally used as a fertilizer. Also, 
planters are in a better position to hold 
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their cotton seed for good prices. The 
last dividend on the common was passed, 
and, generally speaking, the prospects of 
the company do not look rosy. 

The question remains as to the relative 
activity of the stocks—the “fluctuation- 
value,” as we have elsewhere called it. 
A speculative industrial like Pressed 
Steel Car or Beet Sugar will, of course, 
have wider moves in proportion to price 
than a street railway whose earnings 
fluctuate but little year after year. This 
matter was fully dealt with in the pre- 
vious article. 

For the past five years, the per cent. 
of the average of the yearly swings to 
the average of the five mean prices for 
the same years has been as follows for 
the stocks named: Per Cent. 


Twin City Rapid Transit common... 20 
Atlantic Coast Line 40) 
Brooklyn Rapid Transit 

Minneapolis & St. Louis pfd 

Big Four common 39 
Southern Railway pfd.............. 55 


St. Louis Southwestern pfd........ 50 
Bethlehem Steel pfd 

American Beet Sugar common 
American Woolen common 

American Cotton Oil common 


Of course, these figures are approxi- 
mate; but they show in a rough way the 
quantities of each stock which should be 
bought or sold. For example, if Twin 
City is selling at 106 and Minneapolis & 
St. Louis preferred at 49, the “fluctua- 
tion-value” of these stocks would be as 
follows: 

Twin City 106 x .20, or about 21 
M. & St. L. pfd. 49 x .40, or about 20 
You would, therefore, buy 100 shares of 
Twin City for every 100 M. & St. L. sold. 
With Atlantic Coast, however, the “fluc- 

tuation-value” works out differently : 

Atlantic Coast..142 x .40, or about 57 

M. & St. L. pfd. 49 x .40, or about 20 
Therefore you would sell 300 M. & St. L. 
against every 100 Atlantic Coast bought. 

With the illustrations and comments 
in this and in the preceding article, the 
investor who is interested in this plan 
will be able to figure out for himself the 
hedge which appeals to him as most likely 
to be profitable. It is doubtless unneces- 
sary to add that unexpected events may 
cause any such deal to go wrong. Hence 
there is a decided advantage in distribut- 
ing your hedge among several different 
stocks on each side. This reduces the 
possibility of accidents. 


Canadian Grain at New York 


consider the plan of trading in Canadian grain on the basis of 


F “con time to time members of the New York Produce Exchange 


Manitoba wheat as graded in Winnipeg. Such wheat could be 


shipped to New York and stored here in bond and made the basis of 
speculative trade in the New York market. Of course it would not be 
absolutely necessary that any considerable amount of grain should 
be stored in or near New York, as grain stored at Canadian points 
could be made deliverable on New York contracts. 

Last year, Canada raised 179,000,000 bushels of wheat, and it is 
believed that within half a dozen years there will be as much spring 
wheat raised there as in the United States. The United States will soon 
need for her own use all the wheat she can raise. The fact that so 
many American farmers have migrated to the Canadian Northwest 
and are raising wheat there tends to make the subject of greater in- 
terest to United States markets. At present Canadian export busi- 
ness through New York is done under great difficulties, as it is neces- 
sary to wire to Winnipeg and back, about 2,500 miles, before cable 
bids from abroad can be accepted. 

It is thought that the action of the Lehigh Valley Railroad, in con- 
structing a new grain elevator in Jersey City, may have a bearing on 
this plan.. It is also stated that the Lackawanna Railrvad is planning 
an elevator on its water front. The completion of the New York 
State Barge Canal will be an important factor, as it will undoubtedly 
bring more Canadian wheat through New York, and will be very 
likely to result ina lower railroad rate on grain to New York. — 





The Porphyry Coppers 


Present and Future Production of the Porphyry Mines 
By E. N SKINNER 


HE porphyry copper mines in the 
United States are at present 
turning out 260,000,000 pounds 

of copper per annum. Within eighteen 
months or two years’ time, when these 
properties have been brought up to 
capacity, this figure should be in- 
creased to approximately 490,000,000 
pounds, or nearly one-fourth of the 
world’s present production. It is 
worthy of note in connection with these 
figures that the world’s consumption of 
the red metal has been increasing at the 
rate of about 150,000,000 pounds per 
annum. 

As an example of the larger porphy- 
ries, we may take one situated in a West- 
ern State but a few miles from one of 
its great cities. It is in reality not a 
mine, but a gigantic quarry. Here on the 
mountain side which towers for more 
than 1,500 feet above the cafion, power- 
ful steam shovels delve into the ore and 
dump the material into railway cars, 
which in turn are hauled over the com- 
pany’s railroad to the reduction plants 
by some of the largest locomotives now 
in existence. 

This railroad is twenty-two miles in 
length. Many difficult engineering feats 
have been performed on this line in tun- 
neling its mountains and bridging its 
deep cafions. Upwards of 300,000,000 
tons of ore have already been proven to 
exist at this property, which assures the 
mine a minimum life of approximately 
forty years with its plants operating un- 
der normal conditions, while the indica- 
tions are favorable for further increas- 
ing the reserves. 

In the exploitation of this great en- 
terprise, which has not yet been brought 
up to its maximum production, many 
millions of dollars have been expended on 
the development of its mine, the build- 
ing of its concentrators, and construc- 
tion of its railroad. 


This property, which is Utah Copper, 
and the first of the so-called porphyry 
mines, is today the greatest individual 
copper producer, turning out one-twen- 
tieth of the world’s production. 

When its plants are operating to capac- 
ity, before the close of the present year, 
its production should amount to one- 
fourteenth of the world’s total. 

This company at present metal 
prices is earning in the neighborhood of 
$11,000,000 per annum, while it is dis- 
bursing in dividends more than $4,500,- 
000 annually. 

Deposits of porphyry ore have been 
known to exist for a great many years. 
In fact, records show that one of these 
mines was worked by the Spaniards as 
early as 1800. Its high grade ore was 
transported on burros to Mexico City, 
where it was made into copper coins. 

These deposits of low grade ore, carry- 
ing 2 to 2% per cent. copper, were gen- 
erally found to exist in a rock known as 
“porphyry,” the fine particles of copper 
sulphide being scattered through the 
valueless rock like grains of pepper. 
Later these ores were discovered in 
schist and other rock formations. The 
general term “porphyry,” however, has 
come to be applied to all low grade dis- 
seminated deposits of copper ore. 


THE MOST IMPORTANT PORPHYRY MINES. 


Up to ten years ago it was not be- 
lieved that this low grade material could 
be treated commercially, and the numer- 


ous deposits lay unexploited. The first 
of these mines to be developed was Utah 
Copper, situated at Bingham Cajfion, 
Utah. Its ores averaged 2 per cent. cop- 
per. Soon after the porphyry deposits 
at Ely, Nevada, averaging about the 
same in copper, were also developed and 
the Nevada Consolidated and the Giroux 
mines resulted. 

Inspired by these successes, the de- 
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velopment of other porphyry deposits 
was undertaken with the result that those 
at Ray and Globe, Arizona, and Santa 
Rita, New Mexico, were proved to be 
very valuable. On these three belts of 
disseminated ore more than 200,000,000 
tons have already been proved and four 
great mines have been made. Millions 
of dollars are being expended in the ex- 
ploitation of these properties and before 
the close of the year some of them will 
take their places among the country’s 
largest copper producers. 

The six principal properties on these 
various belts have in their reserves near- 
ly 550,000,000 tons of ore, to say nothing 
of the possibilities of greatly increasing 
this amount by future developments. 
These reserves represent lives of from 
fourteen to forty years at normal produc- 
tion. In these ore bodies, allowing for 
losses in treatment, there are more than 
13,000,000,000 pounds of the red metal 
which, based on estimated costs of pro- 
duction and the present price of copper, 
represent more than $1,100,000,000 net. 

Unlike the average vein mine, with its 
more or less narrow ore bodies, shafts 
often several thousand feet in depth, and 
heavy mining and pumping expense, the 
porphyry mines, owing to the occurrence 
of their ore bodies at or near the surface 
are operated at a comparatively low fig- 
ure. At Utah Copper, Nevada Consoli- 
dated and Chino it is possible to mine the 
ore by shovel and this work is done at from 
15 cents to 25 cents per ton, or, with its 
proportionate charge of stripping over- 
burden and development, from 32 cents to 
34 cents per ton. At the properties where 
underground mining is carried on some 
form of the caving method is employed, 
which with the large tonnages of ore 
broken in the mine gives a low cost per 
ton. 

Although operating costs are low, it is 
only by the handling of large tonnages 
that it is possible to obtain these results. 
The profit per ton is small, due to the 
low copper content, but owing to the 
great quantity of ore treated annually, 
large earnings result. 

costs which have actually been 
obtained at these mines have in general 
been below the advance estimates made 
by the company’s engineers. This is 
especially true of the new properties 


which began producing in 1911, and it is 
particularly noteworthy because of the 
fact that these lower costs have been at- 
tained with but a portion of their plants 
in commission and with the tonnages 
treated much below their normal 
quantity. 

The method of treatment of the low- 
grade porphyry ores is much the same 
at the different properties. The ore on 
coming from the mine is hauled to the 
mill, where it is crushed and treated with 
water. The heavy particles of copper 
sulphide are collected in a rich concen- 
trate, the light rock material going to 
waste in the form of tailings. This con- 
centrate is taken to the smelter where 
it is smelted into matte, made into blister 
copper, and shipped to the refineries, 
where it is turned out a finished product. 

Utah Copper up to the present time 
has produced over 300,000,000 pounds 
of copper and paid $12,700,000 in divi- 
dends since active production began in 
1907. Nevada Consolidated has turned 
out nearly 200,000,000 pounds and dis- 
bursed over $8,000,000. Control of 
these two mines is held by the Guggen- 
heims. 

Of the newer properties, Miami, con- 
trolled by the Lewisohns, has just 
reached the dividend stage and made 
its initial disbursement of 50 cents a 
share on May 15. At the Chino mine, 
held by Hayden, Stone & Co., and at 
Ray Consolidated, controlled by the 
Aldrich-MacNeill interests, the big con- 
centrators are now partially in commis- 
sion. The former should be brought up 
to capacity by late next summer, while 
the latter should reach its normal produc- 
tion late in the fall. It is not unreason- 
able to expect that these two properties 
will be in a position to make initial dis- 
bursements to stockholders by the close 
of the year. 

Inspiration Consolidated, controlled by 
the Thompson and Ryan interests, the 
last of these mines to be equipped, is 
now in the construction stage and should 
be producing before the close of 1913. 

PORPHYRY MINES MANUFACTURING 

PROPOSITIONS. ; 

The porphyry property differs from 
the average mine, whose life and earn- 
ings are usually dependent upon daily 
underground developments, Today, the 





THE PORPHYRY COPPERS. 


face of the drift may be in ore; tomor- 
row, in low grade material; again, a 
‘ bonanza is encountered or the vein has 
pinched. Owing to this continued change 
in conditions the selling prices of these 
mines are subjected to great market fluc- 
tuations, the underground developments 
being to a large extent reflected in the 
quotations of the stocks. - 

In the case of the porphyry mines, 
owing to their steady supply of ore and 
constant output once the plants have 
been brought up to capacity, results are 
more uniform. Because of the large in- 
trinsic value of these mines, the public 
is content to receive a smaller income 
yield on the selling price than in the 
case of most mining stocks. 

As a result of the accuracy with which 
the low-grade ores of the porphyry mines 
can be blocked out, their average tenor 
determined and other data ascertained, it 
is possible to calculate with great pre- 
cision their yearly production in pounds 
of copper, the total content of the re- 
serves and the life of the mine. With 
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the cost known or computed, the total 
net value in the ore bodies may be figured 
for any particular price of copper metal ; 
in fact, this last item may be considered 
the only unknown quantity in these great 
equations and the one important variable 
which affects the earnings. In brief, 
these propositions resolve themselves into 
manufacturing enterprises, having a 
known quantity of raw material, which 
is to be turned into the finished product 
and placed on the market. 

In the table herewith are presented 
figures on ore reserves, daily capacity of 
reduction plants, annual production in 
pounds and life of the mines. The an- 
nual profit, total net value and present 
value are likewise given, based on the 
respective costs shown, and on the as- 
sumption of 14 cents per pound for cop- 
per over the life of the mine. The costs 
and figures shown will probably not be 
reached at once when the plants have 
attained their maximum capacity, but are 
rather the results which should be 
reached ultimately. 


CONDENSED STATISTICS OF PORPHYRY MINES. 


Tonnage 

treated or 

to be treate 
daily. 
5,000 
7,500 
3,000 
8,000 
10,000 
21,000 


Mine Tonnage. 


Approximat 
Total net 
values in 
reserves. 


Per 


Total. 
$42,900,000 
40,000,000 
21,400,000 
37,300,000 
62,750,000 
146,000,0001 


Mine. 
Chino 
Inspiration .... 


’ ’ 


000,000 
451,850,000] 


present value.t 
Pn 


$49.30 $29% 


Annual 
production, 
pounds. 

53,000,000 


Estimated 
Cost 
per Ib. 

7c. 
8c. 
8c. 
7c. 
8c. 
7c. 


Annual 
profits. 


d 
Life. 


Actual or 
prospective Per cent. 
earnings on 
per present 
share per market 
annum. price. 
$4.27 14.5% 
4.67 24.6% 
3.20 13.3% 
2.27 10.5% 
3.78 19.9% 
7.00* 11.3% 


Estimated 
earnings 
per share 
16c. copper. 
$5.50 


e 
Present 
price 
share.t stock. 


——- 


41.508 
28.50 
18.65 
39.50 
91.001 


19 
24 
21% 
19 
62 


tBased on the outstanding shares when all issued bonds have been converted. 

TtOn the assumption that all plants are brought up to capacity with no delay in time. 
*This figure during the life of Nevada Consolidated would be roughly $7.80 per share. 
{Includes proportion of Nevada Consolidated, one-half the issued stock of which is owned 


by Utah Copper. 
§Based on a one and one-half year con 


struction period this figure would be $37.50. 


Note.—The costs per pound used in the above table are those either now being attained, 
or predicted by the companies’ engineers when the concentrators have been brought up to 


normal capacity, and have settled down to steady production. 


The cost used for Nevada 


Consolidated allows for depreciation and, although no definite statement has been made in 
regard to this item on the other properties, it is supposed that it is included in the figures 


shown. 
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The amounts shown under the head- 
ing, “present value per share,” are those 
prices which, if paid for the stocks, 
would be repaid out of profits in sight, 
together with 7 per cent. interest if the 
annual payments into sinking fund 
earned 4 per cent. It will be noted that 
this value, which is the liquidating value 
per share of stock, in a majority of cases, 
is greatly in excess of the present market 
price of the stock, which, on the assump- 
tions employed, would indicate that many 
of these stocks offer exceptional chances 
among mining investments. 

The price of copper for certain periods 
may exceed or fall below that which has 
been assumed over the life of the mine. 
In fact, the former is true at the present 
time, with copper selling at 16 cents per 
pound. Also, it has been noted that to 
a certain extent the prices of the stocks 
disregard present value per share and 
sell upon the basis of annual dividend 
yield. It is believed that 14-cent copper 
is a conservative figure to be used over 
the lives of these mines. 

The above figures for present value are 
based on the amortization of capital. 
For the average man, who is not famil- 
iar with these terms and who desires the 
result placed in a simplified form, the 
following method is applicable: Chino, 
for example, has a life of 31 years, can 
continue to produce at the rate of 53,- 
000,000 pounds per annum for this pe- 
riod, and it is assumed in the computa- 
tions that at the expiration of this period 
the mine will be worked out. 

Estimating that over this period of 
31 years, Chino’s earnings per year are 
disbursed in dividends which -would 


equal $4.27 per share per annum, and 
that an investor buys 100 shares at $30 
per share, or $3,000, he reasons with 
himself : 

“In 31 years there will be no mine and 
I must get my money back during that 
time as well as interest on it.” So he 
decides that each year he will set aside 
out of dividends $1 per share. This will 
pay back the $30 investment in 30 years. 
Receiving $4.27, the net income, after 
deducting this $1 per year, will be $3.27. 
This is equal to approximately 11 per 
cent. on the investment the first year, 
but as the $1 per year gradually reduces 
the cost, the rate of income will be in- 
creased. 

For instance, after 10 years the cost 
of the stock will be reduced to $20 and 
the holder will still be receiving $3.27 
per annum. This is equal to 16 per cent. 
on the cost at that time. In 20 years 
cost will be reduced to $10 per share and 
$3.27 would amount to 32 per cent. 

With the data given in the table above 
the investor is in a position to apply the 
above method to any of the other mines 
and make his own computations. 

In connection with the above figures 
for earnings and those shown in the Sta- 
tistics Table it should be borne in mind 
that they are directly dependent upon the 
assumptions employed. The most impor- 
tant figure affecting the computations is 
that of cost per pound, and while a ma- 
jority of these mines have not been 
brought up to capacity, and the costs 
given have not yet been reached, it is be- 
lieved by the respective managements 
that the figures shown will be attained 
over the lives of the mines. 


Chats on Grain and Provisions 


By E. W. WAGNER, of the Chicago Board of Trade 


illustration in the old cobbler of 
the Pyrenees who cobbled and 
counted every French soldier who passed 
his humble hut in the Napoleonic inva- 
sion. 
Half of the lives lost by spies in 1861- 
65 were due to a quest of numbers and 
condition of the enemy. 


The Government is damned for poor 
crop guesses, but U. S. methods are of 


Ti value of information finds fullest 


the best. In oats, none can guess near 
the crop until they are threshed. 

In March reserves of grain, if every 
farmer reported, it would take a staff of 
six about one year to add up the figures 
and correspond. 

The Government in its monthly re- 
ports gives the condition of the plant. 
It does not guess the yield—it merely 
gives the growing quality. 

Statisticians use 17 to 194 bushels of 





CHATS ON GRAIN 


wheat as a par yield. Thus if the June 
condition of wheat is 83, they would 
figure 83 per cent. of 19% bushels per 
acre, if they were using the higher yield. 

On the basis of 1911 crop conditions 
and fields, a par field for winter wheat 
would be over 19 bushels per acre. 

Occasionally the traveling crop expert 
of a house will uncover a 10-point dam- 
age, but the news usually comes from 
correspondents. 

Canada is no longer an outside propo- 
sition. Her 1912 wheat acreage may 
equal 12,000,000 versus 10,500,000 in 
1911. She raises too much wheat for 
Europe, and must market it in the United 
States, unless terrific failure assails some 
section of the world’s wheat fields. 

The difficulty of forecasting in wheat 
triples from May 1 on—Canadian, United 
States, Russian, Indian, Argentine, and 
Australian news mingles. You require 
the two extra eyes in the back of your 
head (formerly credited to African 
tribes) to watch the world’s growth. 

Good crops are grown in late seasons, 
but late seasons mean worry. The year 
1907 was the last prize late season. Frost 
and endless rains late in May. Result— 
a small world wheat crop and small 
United States cotton, oats and corn crops. 

Weather rules crop values. It has been 
said that you can keep your room and 
by simply studying temperature and pre- 
cipitation records, place successful or- 
ders without a note of information from 
the outside world. 

Nature overslept one month _ this 
spring. Grain and cotton growers lose 
a valuable thirty days that come before 
June 1l—a thirty days that allow the 
seeds to warm into life in a calm, peace- 
ful, “to-stay” way. 

Papa Time sold part of his 1912 crop 
birthright to winter. As a result, corn, 
oats, etc., no sooner hit the air with out- 
side growth than they are within a few 
days of the hot sun period. 
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The Man In The Room—alone with 
his temperature and rain records, faces 
an extraordinary year. 

Real bull markets in wheat run 20 to 
40 days. A 30 to 40-day bull market on 
crop damage is an extended market. 

Kansas, Saskatchewan and North Da- 
kota are our biggest wheat raising sec- 
tions with zenith possibilities each year. 
from 80 million to 100 million bushels. 

Wheat, Chicago basis, for September 
delivery, is persumably worth $1.05— 
speculatively, it may be worth $1.10. If 
the spring wheat crop is seriously dam- 
aged, September wheat may sell $1.15 to 
$1.20. 

The first monthly report on spring 
wheat comes about June 8. Last season 
the spring wheat crop lost 30 per cent. in 
June, owing to half a month of 100 to 
110 degree temperatures when the plant 
was too feeble in growth. Terrific heat 
hit the crop one month before the usual 
heat period, and wheat seemed to crumble 
over night. 

The United States usually exports 20,- 
000,000 bushels of wheat and flour in 
August and September. For two years 
the United States has exported at a rate 
of 70 millions per annum. Much in our 
price level depends on European new 
crop demand. 


The new crop months in cotton, wheat, 
corn and oats promise relatively well for 
the investor. 


Cut the weather chart out of your 
daily paper—save it—mark the sections 
and their temperatures and precipitation. 


The farmer usually enjoys a 90-day 
farm work period in the spring. He 
plows, plants, seeds, fertilizes. 


This season he has lost 20 to 30 days— 
20 to 30 per cent. of this most valuable 
of farm work time. 


It would appear that one of the most 
interesting grain and cotton raising 
years lies ahead. 








What an Investor Ought to Know 








IIi—That He Should Diversify and Scatter His Investments 
By FREDERICK LOWNHAUPT. 


[Under the above caption it is intended to present a series of articles treating many of 
the fundamental facts that are either never learned by many investors or apparently over- 


looked in the purchase of investments. 


Discriminating selection is no easy matter. 


Without 


a knowledge of the basic principles underlying the science of investment rational selection is 


impossible. 


The aim of these articles will be to give many facts in readable form—facts 


which in themselves are technical, but which, co-ordinated, explained ‘and placed in proper 
relation to each other, are both interesting and easily understood. ] 


scientific investment makes it 

imperative that the bond buyer 
diversify his holdings in two ways at 
least. One of these lies in the direc- 
tion of the type of security that he se- 
lects and the other has particular ref- 
erence to the geographical location of 
the properties, 

Mr. Carnegie once said, “put your 
eggs into one basket and watch that 
basket,” a maxim which may have held 
good in the particular case under con- 
sideration, but which in no sense is ap- 
plicable to the question of investment. 
A striking example of the wisdom of 

“this saying, as applied to industrial 
operations, was furnished some five 
years ago when one of our largest in- 
dustrial corporations fell into receiver- 
ship simply because its early strength 
was not conserved and concentrated, 
but was dissipated over a wide inter- 
national territory. 

The diversification of investments 
may not seem important to the man of 
narrow means, say one who can buy 
only five bonds, yet here is the very 
one who should give the subject the 
most critical attention. The man of 


O*: of the cardinal principles of 


five thousand dollars should certainly 
divide his modest fortune 


into five 





parts and make a selection, or at least 
have a selection made for him if he is 
unable to do it himself, of such invest- 
ments as will give him a substantial 
return with the greatest degree of 
safety. 

The wisdom of distributing one’s 
funds over a variety of securities is so 
obvious to the trained man in invest- 
ment affairs that it is practically an 
axiom. It is one of the first rules of 
a banking house seeking to hold its 
clientele and to build up an organiza- 
tion that will become increasingly 
stable. 

The emphasis which such a house lays 
upon the principle of diversification may 
be construed, if the reader so chooses, 
as enlightened selfishness. Many op- 
portunities arise for the bond house 
to give a customer a_ solid block 
of one kind sufficient to absorb all his 
funds, but yet the house always has a 
greater interest in spreading its sales 
over several issues. In this way it in- 
sures to a marked degree the contin- 
uance of patronage and a better satis- 
fied customer. 

The insurance is against the possible 
serious harm that might come to the 
investor were he committed entirely to 
one issue. There is no guarantee that 
























a house, however careful it be, can sort 
out with unerring accuracy proposi- 
tions that will never fall into unfor- 
tunate straits. Some of the best houses 
have almost perfect records, but not 
quite. That is to say the percentage 
of their successful selection is very 
high, yet notwithstanding this fact 
they cannot afford to have tied up an 
investor in just the one or two issues 
that prove unsound. The writer has in 
mind a house that has an enviable rec- 
ord, but withal had, at least a few 
months ago, a rather substantial group 
of disgruntled clients which took heavy 
blocks of a ‘certain security. It is ob- 
vious that the house must avoid this 
state of affairs and must therefore em- 
phasize to an unusual degree the prin- 
ciple of diversification of purchases. 
Another excellent house of very high 
standing literally harps upon the point 
of the advantageous spreading of in- 
vestments. Yet withal its cautiousness 
it has not a perfect record. 

If then the banking house, which has 
at its command and which brings into 
play all the extensive machinery for 
sifting and analyzing the investment 
before it is offered to the public, cannot 
be sure of a perfect score over a period 
of a few years, how much less can the 
individual do in the wise selection of 
his investments. Appreciating this 
fact most keenly, the banking houses 
advise their clients against too great 
concentration. 

The arguments against concentrated 
investments for the average bond buyer 
are definite and conclusive. It is true 
that there are certain bonds whereof 
the investor may purchase freely and 
in fact hold in large part. There are 
numerous old, seasoned and established 
railroad issues that are legal for the 
savings banks of New York state, 
which may be purchased with impu- 
nity and in large amounts. But the 
drawback to this character of buying 
is that it nets pretty nearly the lowest 
amount of income. From the stand- 
point of safety there could be little ob- 
jection, but from the broader view- 
point of a well balanced investment 


there is the obvious fact that some- 
thing must be sacrificed in the way of 
income. 
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The argument might, however, be 
extended to the point that any one 
railroad property is subject to vicissi- 
tudes in greater or lesser degree, and 
that reasons might be advanced for 
not confining the investments to this 
one property. Especially does this ap- 
ply if the railroad is not one of the 
highest credit and established position 
as regards business. It would be 
thoroughly unwise to concentrate 
one’s funds in a semi-investment rail- 
road issue, that is to say, an issue that 
yields around 5% per cent., and one 
whose margin of safety fluctuates with 
the changing conditions affecting rail- 
road earnings. To concentrate on this 
one kind of security would be unsound 
enough, but to make any one issue the 
vehicle of such an investment would 
be doubly unwise. 

The element of income, of course, is 
the attractive feature about such 
bonds, but the degrees of safety vary 
to such an extent that the average in- 
vestor cannot afford to pursue such a 
course in the placing of his funds. 
Suppose, for instance, that Wabash- 
Pittsburg Terminal bonds had been 
the sole medium of investment. What 
would have been the result is fully 
known. At the time these issues were 
brought out there were ample reasons 
to consider them securities of high 
class and large promise and such as 
would have an increasing factor of 
safety for protection. What actually 
happened is too well known for repe- 
tition. The example affords a forcible 
text for just such an admonition as this 
article seeks to give. 

There is another aspect of the mat- 
ter that demands consideration. Me- 
dium-grade railroad issues, that is, 
securities of the type usually recog- 
nized as “business men’s” bonds, are 
subject to fluctuations in price far 
more than the high-grade bonds. If 
therefore an investor were committed 
entirely to one issue of this character 
or to a number of such issues and there 
came along a time of serious depres- 
sion in prices his bonds might fall off 
five or more points from the purchase 
price. Possibly at that moment there 
might be reasons for converting the 
securities into cash. A sale might 
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mean a considerable loss on the prin- 
cipal. It stands out clearly that he 
would get marketability in these bonds 
and would have been enjoying a sub- 
stantial income, but he would have had 
to sacrifice in an open market sale an 
amount of principal that might more 
than offset all the advantage gained in 
income. 

Now if industrial bonds made up the 
entire investment, how would he fare? 
Quite as much as emphasis as was laid 
upon the undesirability of taking up 
altogether second grade railroad issues 
might be laid upon the statement that 
no one should let industrial issues bulk 
too large in the make-up of a portfolio. 
Undoubtedly there are a _ substantial 
number of such bonds that are re- 
moved some distance from harm’s way 
even in the worst storm, yet under cer- 
tain conditions more or less anxiety 
would be justified. 

It does not take a long depression to 
eat into the earnings of some indus- 
trials to an alarming extent. The gen- 
eral conduct of the business and 
upkeep of the plants must be highly 
conservative in good times to make 
provision for the lean years. Assum- 
ing, however, that the danger point 
were well provided against, the very 
fact that earnings were going down 
and business becoming poorer would 
be reflected in market quotations, and 
the investor would be confronted with 
the same situation as in the medium- 
grade railroad issues when the ques- 
tion of marketability arose. Here as in 
the other case he ‘could liquidate his in- 
vestment only at declining prices. 

What shall be said as to his position 
were he holding public utility bonds 
altogether? Because of the fact that 
public service corporations as a class 
have -won their distinction in respect 
to stability of earnings, the investor 
might have little to fear in many 
cases from this point of view. It 
would be universal if the bonds were 
not affected at all by general condi- 
tions, but, it may be taken for granted, 
basing the assumption on the record, 








that the price declines among the best 
issues would be comparatively slight. 
Public utility corporations are not 
immune to difficulties, but it must be 
said for them that once well estab- 
lished they succeed admirably. Granted 
that the margin of safety in earnings 
is good for an average number of 
years, it is safe to believe that a flurry 
of conditions which might make consid- 
erable inroads upon the earnings of 
some of our railroads and upon many 
of our industrial companies would not 
seriously affect the position of utility ob- 
ligations. 

The matter of market-might prove 
a stumbling block, however, if the 
bonds were of an issue that could not 
be taken care of in some way by in- 
terested banking houses. The advan- 
tage of a wide, open market would not 
be enjoyed by many issues. But this 
is less a drawback than the loss of 
principal or weakened security. As a 
matter of fact a very large bulk of 
these utility bonds go to investors who 
have no intention of liquidating, or 
who are not every now and then un- 
der the necessity of selling their hold- 
ings. 

This whole matter of diversifying in- 
vestments may be summed up in a few 
words. Enough reasons have been 
brought forward to show the wisdom 
of such action. Such procedure is one 
long step on the road to scientific in- 
vestment. The thoughtful investor 
takes into consideration four aspects 
of the subject. He gives due regard 
to the safety of his money and there- 
fore invests so that his investment may 
not be impaired at one fell swoop by 
what may happen to a single company 
or class of organizations; he takes into 
account the fact the he cannot sell all 
bonds with equal facility ; he considers 
the fact that certain conditions work 
with varying effects on different cor- 
porations and their securities. Alto- 
gether he has to discriminate wisely in 
the matters of income, marketability, 
safety, types of bonds and location of 
the properties. 


























N the course of a few months every 
financial publication that pays any 
attention to the matter of inquiries 

from subscribers or intending invest- 
6érs looking for light has to wrestle 


with the question whether the times 
are propitious for the purchase of 
bonds. The editors of inquiry col- 


umns of the magazines have to face the 
same query many times. Advice on 
the stock market may be had at vary- 
ing prices with highly varying degrees 
of accuracy, but advice on the bond 
market generally runs along prosaic 
lines with almost an entire absence of 
the attempt to forecast in the sense 
that it is attempted in the stock list. 
Occasionally a bond house gets out 
a little folder discoursing on the state 
of the security market in general and 
offering the opinion that it is a highly 
favorable time to buy bonds. Where 
the house is one of standing and one 
whose opinions are generally regarded 
as proceeding out of a sound analysis 
of the situation, undoubtedly a consid- 
erable amount of influence is created 
toward moulding public opinion along 
the lines laid down. 
Nevertheless, in such cases it is im- 
possible to get away from the fact that 
the merchant is advising the purchase 
of his goods, or at least of goods of the 
same character. It may be reasoned 
that optimism disseminated by such 
literature grows out of the desire to keep 
a receptive market for the never end- 
ing stream of securities that flows 
through the banking houses. In other 
words, it may be said that the wish is 
father to the thought. Naturally there 
is every ground for such conclusions. 
The bond dealer is right, notwith- 
standing, and always right, for any 
day it is time for the investor to buy 
bonds, whether that day be in the 
midst of financial panic or in the seren- 
ity of monetary ease and quiet. The 
first statement seems extreme, but may 
be readily understood upon examina- 





Why It Is Always Time to Buy Bonds 


tion of some of the considerations that 
cling about the whole question of the 
purchase of investments. 

It has been said in a previous article 
that there are two very decidedly dif- 
ferent types of bond buyers that must 
be discussed in a general view of the 
subject. The one buys in much the 
same way that many buy stocks, that 
is, for the possible increment of prin- 
cipal and at the same time a reasonable 
income, To this one we may justly 
ascribe somewhat of a speculative tend- 
ency. The other type of bond buyer, 
and by far the one that predominates, 
is the one who accumulates an amount 
of capital and constantly seeks its 
profitable and safe employment with- 
out the notion of withdrawing it from 
the securities he purchases on the ap- 
proach of a gust of unfavorable condi- 
tions. 

If we were discussing the former 
class, which of the total number of 
bond buyers represents probably less 
than 10 per cent., there would be ample 
opportunity of entering into a critical 
examination of the various aspects of 
bond purchasing in this way, and there 
would not be found substantial ground 
for the statement in the heading of this 
article, that it is always time to buy 
bonds. It would not be always time 
to buy bonds for such buyers. It could 
not always be an opportune moment. 
For such people there are times when 
good bonds are off in price to a marked 
degree, when of course they are a pur- 
chase. And again there are other times 
when heavy buying lifts the price to 
the straining point when they become 
a sale. 

It is little appreciated what wonder- 
ful opportunities often greet the trader 
in bonds. Not only do many bonds 
move along in a general swing of 
prices, but oftentimes special circum- 
stances change the quotation a number 
of points in as many weeks. As illus- 


tration of this the movement in Den- 
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ver & Rio Grande refunding bonds 
might be cited. These bonds fell from 
91 at the time of the passing of the 
preferred dividend to 80 in December 
last, a decline of eleven points. Only 
a month later, when it was announced 
that strong interests were in the Den- 
ver, and in fact were setting about to 
bring about a new order of things, 
these same bonds had risen over nine 
points to 89%. A few shrewd observ- 
ers of bond movements gathered up 
comfortable profits on the move. 

We are concerned chiefly, however, 
with the fact that it is always time for 
the investor to buy bonds. He does 
not watch nor care about fluctuations 
in price. He buys for safety and in- 
come. In the broadest investment 
sense, there are no psychological mo- 
ments when it is best for him to buy. 
The tangible proof of this lies in the 
fact that the many bond dealers keep 
on buying and selling all year round. 
It is true, of course, that there are 
times when there is a decided lull in 
public participation in security buying, 
but these often are times of fresh cap- 
ital accretions or the result of peculiar 
and special conditions. 

What is the position of the investor 
whom we are advising to purchase 
bonds just as soon as he has accumu- 
lated sufficient for the transaction? 
Let us assume that the security mar- 
kets are in the midst of a severe decline 
in prices, that is to say, a severe de- 
cline principally in stocks which would 
indicate a condition of semi-panic. 
Bond prices will be affected to a de- 
gree. A sympathetic depressed condi- 
tion among bonds will surely exist. If 
then bonds are down in price, there is 
obviously every reason in the world 
why the investor should buy. Under 
such conditions he has the choice of 
purchasing in the open market the ac- 
tive bonds, high-grade bonds (if he 
would pay strict attention to the ques- 
tion of security), or of purchasing the 
bonds less active among unlisted se- 
curities, and in either case getting a 
profitable yield and a possibility of ap- 
preciation in price, although this latter 
consideration, as we have said, should 
be subordinated. Everybody is agreed 
that when security prices are heavily 
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depressed, the bond buyer is not called 
upon to exercise the shrewdest selec- 
tion to find some very attractive pur- 
chases, but he may find them on every 
hand. Therefore he may enter the 
market and do very well. In fact, if 
he follows the axiom of the market 
place to buy low and sell high, no other 
course is open. 

For the real investor such a time ‘is 
no moment to hoard money. Assum- 
ing he were to put the money into the 
money market he might for the time 
being get a little better than aver- 
age return, but the conditions would 
soon pass, and the money market 
would become comparatively unprofit- 
able with the resulting necessity of 
investing in some security. Wise in- 
vesting at such a time can make money 
work for many years at a much higher 
average of income than ordinary. 

Now, if we consider normal condi- 
tions in the light of this question of 
buying bonds very little argument will 
be necessary to show that bonds 
should be bought constantly under 
these conditions also. 

The whole matter hinges on the 
question of income. Under ordinary 
conditions bank balances return much 
less than even the highest grade rail- 
road bonds, for instance, which may be 
bought to yield 4.25 per cent.-when the 
level of prices is highest. It is obvious 
that it would be poor business for an 
investor to be receiving 3 per cent. or 
less on money when he could secure 
the most liquid bond investment to 
yield 4 per cent., and that with the ut- 
most safety. Or again, if he chose to 
have a somewhat greater income he 
could in all times get very acceptable 
bonds yielding from 4.75 per cent. to 
5% per cent. 

In a change from a period when the 
security markets are high and all busi- 
ness is moving along at a fine pace to 
a period when depression is written 
over everything, there are necessarily 
some readjustments in the margin of 
safety protecting many bonds. These 
readjustments are most pronounced in 
the railroads and industrial corpora- 
tions. The changes resulting in the 
earnings of the industrials are even 
greater than those happening in the 


























railroads, but in either case there is 
generally a margin sufficiently wide 
remaining to offer complete protection 
to the senior issues on these properties. 
In public service corporations the 
change is generally least noticeable, 
the margin of safety decreasing ap- 
preciably less. 

If therefore the question of safety be 
emphasized, the answer is simple. The 
above statements can be demonstrated 
by figures. Furthermore, the periods 
between depressions in this country 
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add considerable basic strength to all 
these corporations, so that each bad 
spell has less jeopardy for many of the 
bonds than the former. 

With this matter of safety compara- 
tively easy to dispose of, there is left only 
the question of income. Assured of safe- 
ty at the same he buys and of reasonable 
safety even if adverse conditions should 
set in, it is perfectly plain that the in- 
vestor is warranted in buying at any 
time he may desire. 


Hundred Dollar Bonds 


They Put the Small Investor on an Equality With the Capitalist. 
By T. B. LYON 


HE fact that there is such a thing 
T as a “hundred-dollar bond” has 
startled many people. To connect 
the word “bond” with a sum so small as 
one hundred dollars seems incongruous, 
for bonds have usually been associated 
in the mind of the man of small means, 
with many thousands of dollars, and for 
this reason, thinking that they were out 
of his reach, he has not been interested. 
It has not been entirely his fault that he 
has remained ignorant of the best kind 
of investment, for large banking houses 
have never approached him with high- 
class bonds. 

If a man had never seen a sailboat he 
could hardly be blamed for not knowing 
all about sailing. The hundred-dollar 
man is familiar with the savings bank, 
where he may receive a very small return 
on his money, but an important objection 
to the savings bank is that the money is 
too easily accessible. It may be with- 
drawn at any time, and very often is 
taken out with the intention of doubling 
it over night in one of the many “golden 
opportunities” that simply cannot be re- 
sisted. True, the small investor may sell 
his hundred-dollar bond at a few minutes’ 
notice, but experience shows that he is 
less likely to do so, He looks upon his 





investment as of a 
nature. 

Last year, according to Post Office In- 
spector Sharp, unscrupulous promoters 
received hundreds of millions of dollars. 
This entire amount was a total loss to 
those who yielded to the “get-rich-quick” 
schemes. The contributors to these un- 
scrupulous promotions were mainly men 
of small capital, who drew their earnings 
from the savings banks believing they 
would receive 25 per cent. or 50 per cent. 
from an illusive “sure thing.” 

Before the advent of the hundred-dol- 
lar bond, the term “small investor” was 
to a great extent a misnomer, for where 
could the hundred-dollar man invest his 
money? Standard hundred-dollar bonds 
have offered for the first time an oppor- 
tunity to the man of small capital to 
really invest his money in the best class 
of bonds. These hundred-dollar bonds 
are issued by large corporations, bear the 
same relation to the corporations as a 
$1,000, $5,000 or $10,000 bond does, and 
are issued in coupon and registered form 
the same as the larger denominations, 

All U. S. Government and a large num- 
ber of municipal bonds can be purchased 
in hundred-dollar denominations. There 
are well-known railroad, public utility 


more permanent 
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and industrial hundred-dollar bonds of 
corporations, such as: 

Southern Pacific Railroad Company. 

N. Y., N. H. & Hartford Railroad 
Company. 

Colorado & Southern Railroad Com- 
pany. 

Southern Railway Company. 

Erie Railroad Company. 

Western Pacific Railroad Company. 

Chicago, Burlington & Quincy Rail- 
road Company. 

Denver Gas & Electric Company. 

American Tel. & Tel. Company. 

Laclede Gas Company. 

Underground Electric Rys. Company 
of London. 

American Tobacco Company. 

American Type Founders Company. 

General Electric Company. 

International Steam Pump Company. 

These bonds yield from 4 per cent. to 
6 per cent., and many of the corporations 
are familiar to everyone. Their pros- 
perity is a matter of actual recorded sta- 
tistics, and not a speculative venture. 
Many of these bonds are listed on the 
New York Stock Exchange, and while 
this is not an absolute guarantee of their 
safety, it assures the investor that the 
bonds have undergone a rigid examina- 
tion by trained experts before listing. 

There are six fundamental advantages 
of hundred-dollar bonds: 

(1) Not only can a man with a hun- 
dred dollars make a conservative invest- 
ment, but he has an investment which can 
be sold at any time, a most important 
feature. It is not like a small parcel of 
land on which taxes come due only too 
frequently and which must be held until 
someone happens along who desires to 
buy it. There is always a market for 
hundred-dollar bonds. You simply take 
them to a broker or bond house and re- 
ceive a check for their market value as 
soon as the order is executed—usually a 
matter of only a few minutes. 

(2) There is a book published show- 
ing the different institutions, such as 
banks, trust companies and insurance 
companies which own blocks of standard 
bonds. Such institutions are usually very 
cautious in obtaining the highest degree 
of safety and stability in their invest- 
ments. If you are considering the pur- 
chase of a bond, you can secure from the 
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banking house with which you are deal- 
ing, a list of the institutions which own 
part of this issue. You may even write 
these institutions for their opinion of the 
bond. 

(3) Possibly you may feel that you do 
not care to tie your money up; but banks 
will loati you 75 per cent. to 80 per cent. 
of the market value on standard bonds. 
If you believe conditions might arise 
where you would need a little cash, ask 
your bank about this before you purchase. 

(4) In savings banks, if you draw 
your money out before the end of the 
quarter or half year, you lose all your in- 
terest, while interest accrues on a bond 
daily. That is, if you purchase a bond to- 
day and sell it tomorrow, you receive one 
day’s interest. All bonds sell “and in- 
terest,” and the interest is usually paid 
semi-annually, so if the interest dates are 
January and July, and you purchase a 
bond the first of April, you pay the in- 
terest from the first of January to the 
first of April, and on July first you 
receive the interest accruing for six 
months, from January to July. Your 
money is working for you every single 
day. 

(5) Conservative bonds yield from 4 
per cent. to 5% per cent., and some good 
bonds, may, as a result of special 
conditions, return 6 per cent. This is 
the result of many years experience of 
capable financiers. The hundred-dollar 
man profits by their experience and re- 
ceives the same income on his money 
that the owner of many thousand-dollar 
bonds receives. There are many securi- 
ties which yield over 6 per cent., but as 
a rule you enter the speculative field 
when you buy them. Conservative in- 
vestment and speculative investment are 
two vastly different matters. 

(6) You may arrange for the delivery 
of the hundred-dollar bond you select 
through your own bank. You are at 
liberty to show it to the bank officials, 
talk it over with them, and if it meets 
with your approval, pay the bank for it, 
and they will then forward the money 
to the banking house from which you 
ordered the bond. If for any reason the 
bond is not satisfactory to you, you can 
send it back, and no obligation will be in- 
curred by you. This method, which is 
known as sending the bond “draft at- 
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tached,” should allay any fears or doubts 
concerning the reliability of the banking 
house selling the bond. 

There are many people who find it 
difficult or inconvenient to accumulate a 
hundred dollars at a time, but who can 
easily save $7 or $8 a month. The hun- 
dred-dollar bond is within their reach; 
for these bonds can be purchased on the 
“Small Payment Plan”—20 per cent. of 
the purchase price as the initial payment, 
and the remainder in eleven monthly 
payments. Or this may be extended over 
another twelve months, should that be 
desired. 

A charge of 6 per cent. of the pur- 
chase price per annum is made, which 
includes all commission, carrying 
charges, taxes, etc., and if full payment 
is made before the time allowed expires, 
then the charge of 6 per cent. is refunded 
pro rata, the minimum charge being 2 
per cent. 

That is, if the purchaser discovers that 
he is able to pay for the bond in full six 
months after the purchase, 3 per cent. of 
the purchase price is refunded. 

There are no calls for margin. If the 
market advances and the owner wishes 
to take advantage of the increase in 
value, the bond may be sold and he will 
receive full benefit from this enhance- 
ment in value. 

In short, as soon as the initial payment 
is made, the bond is held subject to the 
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purchaser’s instructions. As the interest 
due on the bond is paid a check for the 
amount is sent to the owner. 

Another exceedingly valuable feature 
of the hundred-dollar bond is that it al- 
lows the man with five hundred or a 
thousand dollars to become a diversified 
investor. Instead of purchasing only one 
five-hundred or thousand-dollar bond, he 
may purchase five or ten hundred-dollar 
bonds of different corporations. Ten 
eggs in each of ten different baskets are 
far better than one hundred eggs in one 
basket. 

Savings banks pay interest at the rate 
of 3 per cent. to 4 per cent., the average 
last year being 3.56 per cent. It is an 
interesting fact that 5 per cent. is 25 per 
cent. more than 4 per cent., and 42 per 
cent. more than 3% per cent. Why 
should you allow others to invest your 
money for you, since it is now possible 
for you to purchase the same bond and 
receive from 1 per cent. to 2 per cent. 
more? Surely 1 per cent. to 2 per cent. 
more on your capital would repay you for 
the slight inconvenience involved in cut- 
ting the coupons. 

In a word, the standard hundred-dollar 
bond is within the reach of everyone, and 
will tend to make real investors out of 
bank depositors and pursuers of the 
variegated rainbows pictured in get-rich- 
quick literature. 


Trend of the Bond Market 


Unless there are pronounced conditions 
working in the security market generally 
there is likely to be little deserving of 
especial notice so far as the bond division 
of the market is concerned. This has been 
the situation over the past five weeks. 
When it is a question of writing about 
fluctuations over a period of a month the 
bond market is a poor subject, so slowly do 
the changes come about. The average price 
of twenty-five high grade railroad issues is 
a fair criterion of bond market conditions, 
but after all it is a better index to momentary 
money market conditions than to invest- 
ment conditions. 

There is a trend to the bond market, but 
it is represented by a line that is crossed 
and recrossed by the prices of these twenty- 
five bonds from month to month. The trend 





is really the movement in average prices of 
the great bulk of funded securities and 
moves according to the changes in the cost 
of capital—that is, the interest rate. Of 
course this change is extremely slow. Ten 
or twelve years ago high grade securities 
were selling on a 3% per cent. basis. The 
best corporation securities nowadays must 
go close to a 4% per cent. basis. 

Because money conditions have not 
changed materially for the past few weeks 
bond prices have stood» practically _ still 
It has been a trading market. An under- 
current of good investment buying in prac- 
tically all classes of bonds has been work- 
ing, but we are still in the day of the pre- 
ferred stock showing a return of practically 
7 per cent. The demand for this class of 
paper is unabated. 











The Bond Buyer’s Guide 





N the following table are arranged in order of yield the principal active issues of bonds 
listed on the New York Stock Exchange, the income being figured at the latest avail- 
able selling price. They are divided into groups, according to the grade and character 


of the bonds. 


This table will appear monthly, and will prove invaluable to bond buyers, as well 
as to brokers and to all others who are called upon to select or recommend investments. 


(1) High Grade mortgage bonds, many of which are legal investments for New 


York State Savings Banks. 
State Savings Banks. 


Description. 


Chic. Rock I. & Pac., ref. g. 4s............. 
Benes @ Pacific, let g. Se... ............ 
PG NOE OE IRs hc Bob nle sdbditi vedineee 
Un. Pac., Ore. Short L., guar. ref. 4s...... 
Erie, Ist con. g 4s prior.................. 
Central of Ga., cons. g. 58...........0...- 
Ches. & Ohio, gen. g. 4%4s................ 
Balt. & Ohio Southw. div., Ist g. 34%4s...... 
Atch. Top. & S. Fe, adj. g. 4s.............. 
St. Louis S. W., Ist g. 4s bd. ctfs.......... 


C. M. & Puget Sd, Ist gu. 4s = a a oe 
Colorado & Sou., Ist g. 4s................ 
Northern Pac. gen. lien g. 3s.............. 
Ches. & Ohio Ist cons. g. 5s................ 
Balt. & Ohio, prior 34s............ ce ceeee 
Ter. A. of St. L., gen. ref. s. f. g. 4s........ 
Sou. Pac. Cent. Pac. mort. guar. g. 3%s.... 
Se Se A eS eg ee ee ee ae 
Un. Pac. Ore. Ry. & Nav., con. g. 4s....... 
Illinois Central Ist ref. 4s.............000- 
Sou. Pac. Cent. Pac. Ist ref. gu. g. 4s...... 
Agi. Const Line, tet gw. 46.320 iced. (vas 
Gt. Northern, Ist. & ref. 4%s. Ser. A.... 
Mo. Kansas & Texas, Ist g. 4s............. 
a TE Mg on odin o sik bed acksin.en 
Chic. Rock I. Pac., gen. g. 4s.............. 
Union Pacific, Ist. & ref. 4s............. 
a a oe Oe Eee, GOR evox scuateecess 
Chic. & N. West., gen. 4s........ PETERS 
Chic. & N. West., gen. g. 314s..........-6- 
OU EE MA MOR So, Sai iWee cuwag ss cune 
Chic. Mil. & St. P., gen. g. 4s, Ser. A...... 
Reading Co., gen. ne A Rs OOS 
N. Y. Cen. & H. | RES ys Bae 
Del. & Hudson, sie ‘¢ Se See eee 
Penn. Co., gu. ‘Ist MNS ooh S vsneeckase ce 
Atch. Top. & S. Fe, gen. g. 4s........--... 


Louisville & Nashville, uni. g. 4s........... 
R. R. & land. gr. g. 4s......- 


Union Pacific, 





Due. 
Ap., 1934 
Je., 2000 
My., 1939 
D., 1929 
Ja. 1996 
N., 1945 
-Mr., 1992 
ji, 1925 
Ji, 1995 
N., 1989 
ji, 1949 
Ja. 1949 
F., 1929 
Ja. 2047 
My., 1939 
ji, 1925 
7, oe 
Ag., 1929 
Ja., 1955 
Je., 1946 
N., 1955 
Ag., 1949 
Je. 1952 
Ji, 1961 
Je. 1990 
Mr., 1958 
Ja., 1988 
Je., 2008 
ji, 1949 
N., 1987 
N., 1987 
ji, 1948 
My., 1989 
Ja., 1997 
Ji, 1897 
My., 1943 
ji. 1921 
O., 1995 
. 1940 


Interest 
Period. 


A—O. 
J.—D. 
M.—N. 
J—D. 
J—J. 
M.—N. 
M.—S. 
j.—J. 
Nov. 
M.—N. 
J—J. 
J.—J. 
F.—A. 
Qu.—F. 
M—N. 
J—J. 
J—J. 
J.—D. 
j—J. 
J—D. 
M.—N. 
F.—A. 
M.—S. 
J—J. 
J.—D. 
M.—S. 
J—J. 
M.—S. 


Price. 


894% 
108% 
107% 

93% 

89 
109% 
101 

91 

91% 

91% 

93% 


Yield. 
481 


4.54 
4.54 
4.51 
4.47 
4.45 
4.42 


4.39 
4.38 
4.34 
4.34 
*4.33 
431 
4.30 
4.27 
4.27 
4.27 
4.26 
4.25 
4.24 

4.23 
4. 21 














Northern Pac. prior l. g. 4s..............-- Ja., 
ee Ne, Oe I Ric fein dicen scccdecees Ja., 
Se Oe Oe MR ee pak as cee bn cag es Ja., 
Del. & Hud. Alb. & Sus. conv. 3%s.......... Ap., 
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1997 
2361 
1913 
1946 





J.—J. 
A.—O. 


9934 
10054 
101 

92% 


81 


401 


*3 98 


3.96 
3.90 


(2) Collateral trust bonds selling at prices relative to the great value of the un- 


derlying collateral. 


oe ee Se SS eee ee N., 
Rs TB Re OR, ee 8h eee Ag,, 
Gt. Northern, C. B. & Q. coll. tr. 4s.......... ji, 
Atl. Coast Line, L. & N., coll. g. 4s.......... O., 


N. Y. C. & H. R. R., Lake Shore, coll. g. 3%s. F., 


? 


1949 
1921 
1952 
1998 


M.—N. 
, 
j—J. 
M.—N. 
F.—A, 


71% 
91% 
9654 
04 


82% 


(3) Convertible bonds having no mortgage lien whose quotations are 
largely by the price changes of the stock into which they are convertible. 


ts Se. OO, GR OE, Mewes xsuesdew sive Ap., 1953 A.—O. 
Cet, 22 See CRU MEER. 5 ccnentionsnewees F., 1930 F.—A. 
Del. & Hud., 10-r. conv. deb. 4s............ Je., 1916 J.—D. 
a ee Oe ee ae Je., 1929 M.—S. 
Atch. Top. & St. F., conv. 4s (issue of 1910) Je, 1960 J—D. 
SONOG: F Os eRe GONTS- ABs» sp anve cclcecess Jl, 1927 J.—J. 
Atch. Top & S. Fe, conv. g 4s.............. Je, 1955 J.—D. 
Norf. & West. Ry., 10-25-yr. conv. 4s........ Je. 1932 J—D. 
Attch. Top. & S. Fe, 10-yr. conv. g. 5s........ Je, 1917 jJ—D. 
(4) Debenture bonds selling on high level because of good 

of Company. 

Bie, x OGLE Tt ts QI AB snc cae e dic swesese My., 1931 M.—N. 
Chic. Mil. & St. P., 25-yr. deb. 4s.......... Ji, 1934 J.—J. 
N. Y. C. & H. R. R., Lake Shore, deb. g. 4s.. 5S. 1928 M.—S. 
N. Y. C. & H. R. R. Lake Shore, 25-yr. g.4s.. My., 1931 M.—N. 
eee TS eR PE Se eae My., 1934 M.—N. 
a: ND ME, DAEs. 0 bin HG o's dcipaeto eebwasekce My., 1913 M.—N. 


Q 


79% 
92% 
98 


95% 


108% 


general 


90 
90% 
93% 
93% 
94% 
101 


(obo boo 69 me enin 
—_ ~ ne 
SHeaeS2ane 


credit 


4.39 
3.97 


(5) Semi-investment bonds, many of which are general mortgages, often classi- 
fied as “business man’s” investments. Income yield is reasonably definite index of 


relative worth. 


ee Mi ie eer euulieses Ji. 
Pere Marquette, ref. 4s................... Ja., 
en Perera re 0. 
ee ES EE ae ee Mr., 
St. L. & S. F. R. R., gen. 15-20-yr. 5s........ My., 
Chic. & Alton Ry., Ist lien 3%4s............ » _» 
Denver & Rio Grande, Ist & ref. 5s.:...... Ag., 
Wabash, Ist ref. & ext. g. 4s...........0002: ji, 
Mo. Pac. let & ref. comv. Se......2.ccccccvecs . & 
St. L. I. M. & So. uni. & ref. g. 4s.......... ji. 
Mo. Pac. @yr..g. loan 46........0c0ccc00- Mr., 
N. O. Mob. & Chic., Ist ref. 5s............. Ja., 
St. L. & S. F., K. C. Ft. S. & M. Ry., ref. g. 4s. O., 
Mo. Kan. & Tex., gen. sink fund 4%4s........ Ja., 
se ee. PU IE. “Gls oc o cnaaee'ev seas Je., 
Re errr My., 
Set te SS ee™ oe ere rrr ji, 
Southern dem. & gen. 4s. Ser. A............ Ap., 
Chic. & E. Ill, ref. & imp. 4s.............. Ji, 
Oe ere Be 
Erie, Ist cons. gen. lien g. 4s................ Ja., 
Kans. City Sou. def. & Imp. 5s.............. Ap., 
MS BE TE Beebe dcwavervcvedecccnnes ¥., 
eer Pere re O., 
OS eR eS er ree N., 
Col. & Sou., ref. & ext. 4148.........2-000%- My., 
BO eS 0. 
See ee re Ji, 
St. Louis Iron M. & S., gen. con. g. 5s...... Ap. 
N. Y. Westches. & B. Ist. ser. I 4¥%s........ ji, 


*Calculations on 100 yrs. only. 


1947 
1955 
1949 
1951 
1927 
1950 
1955 
1956 
1959 
1929 
1945 
1960 
1936 
1936 
1932 
1920 
1951 
1956 
1955 
1959 
1996 
1950 
1939 
1959 
1920 
1935 
1952 
1994 
1931 
1946 
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Bethlehem Steel Bonds.—The market 
prominence that the new financing of this 
company in the shape of $15,000,000 refund- 
ing 5s is sure to have, once they are offered 
publicly, stirs up no littke comment on the 
wonderful advance this organization has 
shown during the past four or five years un- 
der the leadership of President Schwab. 
The advance in net earnings tells the story. 
While other steel companies have been 
showing a marked fluctuation in this respect 
the Bethlehem Company has made a steady 
upward line until the past year showed the 
best in its history—all of which is bound to 
tell in the ultimate distribution and market 
position of the new bonds. 

Popularizing of the Small Bond.—For 
five years or more the discussion has been 
going on pro and con in the matter of is- 
suing more widely small denomination 
bonds. Doubtless the movement is gaining 
headway. Several houses have become 
specialists in this group of securities. There 
is now a wide selection of $100 pieces pos- 
sible. While there are practically no ob- 
jections to the practice viewed from an in- 
vestment standpoint it will take some time 
to work out the idea in this country. 
Abroad they carry it out to a fine degree, 
but this is accounted for in large part by the 
different methods of investment than exist 
here. Over there the bankers often put into 
a security, in a lump sum, many small 
accounts, with the result of a finely divided 
interest among many owners. 

New York City Bond Sale.—The New 
York City sale of $65,000,000 4%4-per cent. 
bonds was thoroughly successful. The 
process of digestion is now fairly begun. 
Many more individual buyers got them than 
in previous times, leaving the New York 
institutions less to assimilate, but, of course, 
not enough went that way to relieve the 
general market of their effect for some 
time to come. It takes months to fuse such 
a big block into the general investment 
holdings. In the meantime the market will 
be sensitive to any very heavy trading in 
the issue. 

Virginia Railway Bonds.—The issue of 
$25,000,000 that this road is selling through 
its powerful banking affiliation, headed by 
the National City Bank, is pretty fair evi- 
dence that although the market for rail- 
road: issues be flat as it is just now, the 
requisite banking strength almost over- 
comes the _ condition. The syndicate 
spreading these bonds is doing well. Not 
only are they moving the bonds here but 
also abroad. The bonds show a good 


yield, and have the sponsorship necessary 
to commend them to the rank and file of 
investors. 





Bond Market Topics 


“matter may State. 


New York State Offering.—Announce- 
ment of New York State’s new issue of 
$25,950,000 created a good deal of talk in 
the market. The issue is large—in fact, 
very large. It is some time since so large 
an issue has been made by any State. Ex- 
cept a State were in the position of high 
credit that New York is, it would be a 
Herculean task to sell such an amount 
at one time. The market interest in the 
new issue lies in the question what the 
State will get and to how great an extent 
individual investors will participate. Here- 
tofore institutions got practically all of the 
issues. 

Investment Conditions.—If the amount 
of new financing done during the month of 
April be accepted as a criterion of the 
condition of the investment market, there is 
ground for the belief that this spring has 
been one of the best in years. A record 
total was rolled up in April, bringing the 
amount up to $225,000,000. Analysis of this 
amount shows, however, that considerable 
preferred stock was included. Further, 
that the popularity of the high yield public 
utility bond is not waning. 





Hints to Investors. 


Average your income by spreading your 
investments over a wide range of securities 
all the way from high grade issues yielding 
4 per cent. to bonds of the semi-investment 
type yielding around 5% per cent. 





Discrimination must become more and 
more severe as the level of income rises. 





The security which cannot be backed up 
by a showing of the company’s financial 
position in the way of a pretty complete in- 
come statement and table of assets is one 
which deserves severe judgment. 





Remember that the strength of securities 
of railroads in the United States may be 
measured to a large degree, because of the 
full publicity of their affairs, but that in- 
dustrial securities may be judged only by 
the voluntary information the companies 
are willing to furnish. 





The foundation on which the ultimate 
security of a bond rests is the earning 
capacity of the company. 





There is no such thing as an “absolutely 
safe” bond whatever salesmen or printed 
If you have something 
as safe as United States Government bonds 
you have a near approach to that condition 
but not before. 























Building Your Future Income 


II—Coming Dividend Payers Among the Railroads. 
By RICHARD D. WYCKOFF 


N the last chapter we discussed the 
| very low-priced stocks, indicating 
how these stocks, when rightly 
selected, frequently pay, after a term 
of years, annual dividends amounting 
to almost as much as their original 
cost. We now wish to consider an- 
other class of stocks: those of com- 
panies whose financial and physical af- 
fairs have progressed to a point where 
stockholders (partners) can see, loom- 
ing up, profits, in the form of divi- 
dends. 

One of the very best types for this 
illustration will be found in the Eries. 
And by the way, when, in this series, 
we mention a stock and point out some 
of its characteristics, we are not to be 
taken too literally. If we use Erie and 
some other issues as examples, we do 
not by any means wish to imply that 
these are the best of their kind or that 
they are particularly suited to your in- 
dividual requirements. A _bird’s-eye 
view of Erie’s recent history would ap- 
pear something like this: From 1903 
to 1907 it paid dividends on its first and 
second preferred stock, and skinned the 
property to do it. This policy almost 
resulted in a receivership in 1907. 
Then, after 70 years of mismanage- 
ment by others, Harriman threw him- 
self into the breach and pointed out the 
way to prosperity. 

urplus earnings are now being put 
back into the property and recently 
$10,000,000 worth of notes were sold 
in order to complete double tracking 


to Chicago. At the present time Erie 
is able to compete for first class traffic 
against New York Central and Pennsy!l- 
vania. In another few years, Erie will 
stand where Reading found itself in 
1904, with the stock in the low 40's. 
At that time the Reading management 
was using large advertisements in the 
daily papers to announce what had 
been done toward the rehabilitation of 
the property since reorganization in 
1896. 


By 1914, perhaps sooner, Erie should 
be in a position to reward its preferred 
stockholders, and the fact that this 
point will be reached ten years later 
than was the case with Reading, forms 
an unexplained chapter in the history 
of Mr. Morgan’s domination. 

In this discussion, we are not con- 
cerned with operating ratios and ton- 
mile cost, but with the time when Erie 
will emerge into the class of legitimate 
dividend payers. And working on the 
hypothetical two years from now, 
which is the cheaper of Erie’s three stock 
issues, and why? 

At this writing (April 26, 1912), Erie 
Ist preferred is selling at 56, the 2nd 
preferred at 4574, and the common at 
37%. The Ist and 2nd preferred issues 
are limited to four per cent. dividends. 
The common is not limited. 

If you buy 100 Erie Ist preferred at 
56 now, and it pays dividends two 
years hence, assuming your money to 
be worth five per cent. per annum, you 
must add ten per cent., or $5.60 per 





























share, to allow for the net cost to you 
in two years. This would bring the 
price of Erie Ist preferred up to 61%. 

If dividends at the rate of four per 
cent. be commenced at that time, it is 
not to be expected that Erie Ist pre- 
ferred will sell at a price equal to other 
well “seasoned” four per cent. pre- 
ferred railway stocks. Southern Rail- 
way Preferred, now on a four per cent. 
basis, sells at 74, which would be a 
very fair price for Erie Ist preferred 
during the first year or two of its divi- 
dend payments. Hence, on this basis, 
there are not over a dozen points net to 
be had in buying Erie Ist preferred 
and holding it for two years. At 615%, 
a four per cent. dividend payer would 
yield six and one-half per cent. As the 
dividend became more certain and bet- 
ter secured, a higher price level would 
be obtained. A very liberal comparison 
would be with the price of Union Pa- 
cific preferred, now 91; this stock car- 
rying a considarable amount of hope 
that it will some day share in the dis- 
tribution of treasury assets. Baltimore 
and Ohio preferred, a better compar- 
ison, sells at 88. 

But it is the future income which we 
are considering, and regardless of mar- 
ket price, it will be seen that should 
the promised four per cent. dividends 
begin in two years, the main thing we 
have to count upon is the 6% per cent. 
return on the investment. This return 
can never be increased because the Ist 
preferred cannot pay more than 4 per 
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cent. Hence, we should say that this 
issue is not a good one to buy for fu- 
ture income. 

Applying this same method of rea- 
soning to Erie 2nd preferred at 46, we 
find the net cost in two years to be 
5054. If the full 4 per cent. to which 
this stock is entitled should also be in- 
augurated in 1914, the greatest net re- 
turn possible to a buyer at present 
prices would be about 8 per cent. This 
is somewhat better than the Ist pre- 


ferred, but remember the latter has 
priority. 
Now, consider the common stock. 


Net cost two years from now would be 
41%. Right here is the marked advan- 
tage in buying a stock with unlimited 
dividend; after the senior Eries are 
granted their 4 per cent., the common 
is entitled to all surplus earnings. 

As an important trunk line reaching 


from New Work to Chicago, and 
touching large cities like Newark, 


Scranton, Binghamton, Elmira, Roch- 
ester, Buffalo, Cleveland, Dayton, etc., 
it will be found that Erie is a great 
artery of traffic. This is disregarding 
entirely its anthracite coal properties, 
which compare favorably with those of 
Lehigh Valley and other roads whose 
coal lands have formed a basis for 
melon cutting. Considering the strides 
Erie is making, it does not require a 
great stretch of the imagination to see 
more than 4 per cent. for Erie common 
within the next few years. 

Suppose instead of two, we allow 
























four years for Erie common to reach 
the dividend point; interest on our 
common would then bring the net cost 
up to 45. At this price, should the stock 
pay 4 per cent., the yield would be 
about 9 per cent.; on a 5 per cent. 
basis, the yield would be 11 per cent., 
or if, after commencing dividends in 
four years, in the course of eight years 
Erie should pay the same dividend that 
Reading distributes in its eighth divi- 
dend year (6 per cent.), the yield 
would be over 17 per cent. on present 
cost. This is because present cost does 
not increase after dividends are begun. 


WHAT READING HAS DONE, ERIE CAN DO. 


To sum up the situation therefore, 
we should say that of all three issues, 
Erie common affords the greatest ad- 
vantages to the investor who wishes 
to buy for yield eight or ten years 
hence. This is the situation in a nut- 
shell, and there is little doubt that we 
have here the basis of the comparatively 
higher price for the junior issue. The 
largest inside holdings of all Erie’s 
stocks are to be found in the common, 
not only because of the large outstand- 
ing amount of this issue, but doubtless 
owing to the vastly greater dividend 
paying prospects which the common 
shares carry. 

Missouri Pacific, until Mr. Bush got 
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hold of the property, was in about the 
same condition as that of Erie in 1907. 
Selling today seven points higher than 
Erie (4434), with $100,000,000 to be 
spent in improvements during the next 
five years, this stock would cost, five 
years from now, about 55%. Missouri 
Pacific can be made a great property— 
perhaps the equal of Union Pacific. If 
Harriman had acquired this property 
ten years ago, it would doubtless be 
paying 8 or 10 per cent. per annum 
on its shares. It is more than the 
Eastern end of a transcontinental; it 
reaches down, with a net work of rail- 
roads, to New Orleans and Galveston; 
west over the Texas and Pacific to El 
Paso; northwest to Kansas City and 
Omaha, and directly across the conti- 
nent to Denver, Salt Lake City, and 
the Coast via the Western Pacific. 
Missouri Pacific is the backbone of the 
Gould system which spreads itself 
over Missouri, Kansas, Colorado, Utah, 
Arkansa8, Indian Territory, Louisiana 
and Texas. 

In Missouri Pacific no preferred is- 
sues intervene; all net earnings go to 
the holders of the single class of stock. 
Sut until it becomes an established 
fact that the Goulds have either lost 
control or have actually entrusted the 
management of the property to other 
and more competent hands, we should 









































GOULD SYSTEM. 
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not buy Missouri Pacific for future in- 
come. With positive evidence of this 
most-to-be-wished-for divorce in the 
Gould family, we should say without 
hesitation that Missouri Pacific forms 
an excellent medium for the future in- 
come buyer. 

From 1882 to 1887 Missouri Pacific 
paid 7 per cent. per annum, and given 
a fair chance, will doubtless duplicate 
this record; but it means a new Mis- 
souri Pacific physically and financially, 
and it means the kind of man 
ment which does not sell the stock 
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leaving all additional net earnings for 
the common. 

The hope of the common stock lies 
wholly in the new extension from 
Cumberland, Maryland to Connells- 
ville, Pennsylvania, where connection 
will be made with the Pittsburgh and 
Lake Erie (New York Central sys- 
tem). The Western Maryland main 
line runs from Baltimore to Connells- 
ville, the latter city being eighty-seven 
miles from Pittsburgh. It is perfectly 
obvious that a Pittsburgh connection 
would convert this previously handi- 














HOW THE WESTERN MARYLAND TAPS PITTSBURGH. 


short and then let the road run down, 

If in five years Missouri Pacific re- 
sumes dividends, and its then cost is 
55%, a 4 per cent. rate would yield 
7.2 per cent. and ultimately a 6 per 
cent. rate on the present price would 
yield aboyt 11 per cent. 

Some of these railroad properties 
which are within the next year or two 
likely to enter the dividend paying 
ranks, have already pretty well dis- 
counted their initial dividends. West- 
ern Maryland common is an instance. 
Present price 62. Earnings thus far 
sufficient to pay preferred dividends, 





capped property into a trunk line be- 
tween two great cities, and an enor- 
mous traffic producer. The Western 
Maryland also extends down into the 
coal fields of West Virginia, but its 
strongest point is found in the fact that 
it forms the shortest route from the 
Middle West to tidewater. It means 
almost impossible to predict surplus 
earnings for the common stock with 
any accuracy, but estimates run from 
8 to 12 per cent. on the common stock 
within two years after the inaugura- 
tion of through traffic. The much de- 
sired completion of the extension has 




















been “promised” from time to time, 
but the road is not yet ready to handle 
trafic. Adding two years interest at 
5 per cent. to the present price of 
Western Maryland (62) we find that 
the cost would be around 68—almost 
the level now maintained by Southern 
Railway preferred, a 4 per cent. divi- 
dend payer. 

If market price is any indication of 
future prospects, therefore, we should 
say that insiders hope for a greater 
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dividend than 4 per cent. in the course 
of a few years. At a net price of 68 
two years hence, a 4 per cent. rate 
would yield nearly 6 per cent., and a 
6 per cent. rate would yield about 8% 
per cent. 

So much for a few examples of rail- 
road stocks which may be adapted to 
the particular purpose of the man 
whose present cash resources as well 
as future income are under considera- 
tion. 


In the next issue, Mr. Wyckoff will discuss some coming dividend payers 
among the industrials. 


The Equipment Stocks 


Prepared Especially for The Magazine of Wall Street by WRENN BROS. & CO. 


CURIOUS inconsistency of the 
A stock market situation is that 
the equipment stocks have 
gained less than others from the low 
prices of 1910, notwithstanding that 
the trade position of the equipment 
companies has improved more than 
that of other companies, and is now 
distinctly stronger. 

At the high point of this year, to date 
of writing, the average price of the 
eight leading equipment stocks, includ- 
ing both preferred and common issues, 
was $74.87, as compared with a low 
average in 1910 of $64.94. Meanwhile, 
twelve leading industrials have made 
a corresponding rise of $14.60, and 
twenty railroads a rise of $14.22. It is 
thus observed that although the equip- 
ment stocks, as we shall see in a mo- 
ment, are in a stronger position than 
either of these other two classes, the 
rise in the others exceeds that in the 
equipments by more than 40 per cent. 
It is by no means a new thing for large 
claims to be made for these stocks; but 
the difference is that these claims now, 
for the first time in several years, are 
supported by the actual necessities of 
the railroads for a large amount of 
new equipment. To be sure, we still 
have idle cars, these numbering about 





18,000, but if we had no idle cars at 
this season of the year, the farmer 
might well hold up his hands in hor- 
ror; for it is now too late for any very 
large amount of new equipment to be 
turned out before the crop moving sea- 
son, whereas the number of cars needed 
at that time is so much greater than at 
present, that the absence of idle cars 
in May would mean a disastrous car 
famine in October. 

But few people realize how immense 
is the volume of traffic carried by our 
railroads in the months of September 
to December inclusive. This can be 
best expressed on a percentage basis, 
by adding together the gross earnings 
of twenty-five leading roads for the 
past ten years or 120 months, and get- 
ting the monthly average for the whole 
period. Taking this average as 100 per 
cent., the earnings of the typical May 
amount to 99.59 per cent., whereas 
those of September amount to 104.71, 
of October 112.91, and of November to 
104.43 per cent. It is thus apparent 
tnat the railroads handle almost 14 per 
cent. more business in October than in 
May. 

This great increase in the autumn 
traffic is, of course, based upon the har- 
vesting and movement of farm prod- 
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ucts. About 33 per cent. of our total 
population is agricultural, and more 
than 22 per cent. of all the freight car- 
ried by all our railroads during the 
whole year originates on the farms. 
Moreover, the bulk of these farm prod- 
ucts carried in the months of Septem- 
ber to November inclusive, and hence 
it is that traffic at that time is so very 
heavy. In 1910 the total freight han- 
dled by all railroads in the United 
States was 968,464,009 tons, and of this 
78,736,587 tons or 8.13 per cent. was 
agricultural products, while 20,294,144 
tons or 2.10 per cent. consisted of 
animal products, and ‘forest products 
amounted to 113,010,825 tons, or 11.67 
per cent. 

In consequence of this huge autumn 
traffic the Car Service Association in 
October handles about 462,000 more 
cars than in March, but of course a 
great many cars pass through the 
hands of the association oftener than 
once a month. Making allowance 
for these, the Car Association figures 
indicate that it requires about 275,000 
more cars to handle the traffic in Oc- 
tober than in the spring months. 
Therefore twenty thousand idle cars 
now apparently means a shortage of 
about 255,000 cars next October, unless 
we have exceptionally poor crops or 
else a severe business depression— 
neither of which should be counted on. 

Exactly the same conclusion is in- 
dicated in quite a different way and by 
different authorities. By adding to- 
gether for a series of years the number 
of idle cars which become busy, or in 
other words, are put into use between 
spring and autumn, and the number of 
new cars which are received from the 
manufacturers and put into service dur- 
ing the same period, we have found 
with a fair degree of accuracy how 
many more cars are actually in use in 
the fall than in the spring. By this 
method it appears that it takes about 
270,000 more to handle the October 
traffic than to handle the May traffic. 
After arriving ‘at this same conclusion 
in these two ways, we do not feel any 
hesitancy in saying that with good av- 
erage crops this year, the railroads in 
the autumn will find themselves short 





THE MAGAZINE OF WALL STREET. 





to the extent of more than 200,000 
freight cars. 

Of course, the difficulty can be over- 
come to some extent by moving the 
cars more rapidly, and thus getting 
more service out of each one; but this 
does not eliminate the great need for 
an extra large number of new cars. On 
account of this need, the equipment 
companies are now busier than they 
have been for a long time, and surely 
the present outlook is that before many 
months they may be working day and 
night. 

The locomotive situation is not so 
very much different. From 1900 to 
1910 the total number of locomotives 
built in the United States was 48,629, 
while the average weight was 23,417 
pounds each. Comparing this weight 
or power of all locomotives built with 
the total volume of freight handled, it 
is easy to see about how many new 
locomotives we should have per million 
tons of increase in the total traffic. Fig- 
uring in this way we estimate the 
present deficiency of freight locomo- 
tives at about 4,600. That this is a 
considerable deficiency is indicated by 
the fact that 1903, 1905, 1906, 1907 and 
1910 were the only five years in our 
history when more than 4,600 railroad 
locomotives were built in the United 
States within twelve months. 

It is partly because of these short- 
ages that the railroads are not sending 
to the scrap heap as many old cars and 
locomotives as they usually do. Of 
course, it is impossible to tell exactly 
how many are “scrapped” from year 
to year; but fairly good estimates are 
obtained by observing closely the num- 
bers in service on June 30 of each year 
as reported by the Interstate Com- 
merce Commission, and comparing 
these figures with the numbers built 
and put into service as reported by pri- 
vate authorities. From these figures 
it appears that during 1910 the rail- 
roads “scrapped” a about 34,300 
freight cars, as compared with 99,800 
in 1909, and 175,000 in 1908. In 1908 
the scrapping was exceptionally large, 
owing to the dearth of traffic, and to 
the excessive purchases of equipment 
during 1907 and 1906. The number of 














freight cars normally scrapped is now 
about 80,000 per annum. 

According to these same estimates, 
the number of locomotives “scrapped” 
in 1910 was smaller than at any time 
since 1898, notwithstanding the great 
growth of the country in the meantime. 
It was indeed only about 1,140 against 
2,230 the previous year, and 6,000 in 
1908. Normally we now scrap about 
2,700 per annum, but according to pres- 
ent indications the roads will now be 
obliged to forget the existence of the 
scrap heap, and repair and keep in 
service everything which, by any 
stretch of the imagination, can be called 
a locomotive or a freight car. 

The logic of this situation is clear 
enough. It appears even in the busi- 
ness of the Railway Steel Spring Com- 
pany—which depends largely upon re- 
pairs to old equipment, since this com- 
pany manufactures’ railway _ steel 
springs, steel-tired wheels, locomotive 
and car wheels and other parts of rail- 
road equipment. Owing to the extra 
large amount of repair work done, and 
of new parts needed to do it, the busi- 
ness of this company was distinctly 
better during 1910 than that of the 
other equipment companies. Here is 
another evidence if it were needed, of 
the shortage of equipment. 

This improvement in the position of 
the equipment companies contrasts 
sharply with the changes which have 
taken place during the past two years 
in the position of railroad and indus- 
trial companies. Railroad companies 
are less fortunately situated than they 
were two years ago. Even in 1911, 
when net earnings were better than 
they are now averaging, all railroads 
in the country earned only about 4.58 
per cent. on their capitalization, as 
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compared with 4.74 per cent. in 1909. 
Meanwhile, their capitalization in- 
creased from $17,487,868,935 to about 
$19,200,000,000, whereas the capitaliza- 
tion of equipment companies has re- 
miained practically unchanged. More- 
over, the outlook for railroad business 
is certainly no better than it was in 
1909, whereas a great increase in the 
business of the equipment companies 
seems inevitable. 

As to the industrial companies, per- 
haps there is no better illustration of 
what has happened the past two years 
than the decline in the net earnings of 
the Steel Corporation from $40,982,747 
the last quarter of 1909 to $23,105,115 
the last quarter of 1911. It hardly 
needs any argument to show that the 
business of this great corporation faith- 
fully reflects the industrial business of 
the whole country, but it is of interest 
that the net earnings of the Steel Cor- 
poration alone are approximately equal 
to the combined net incomes of more 
than twenty of our other most promi- 
nent industrial concerns. 

Observing the situation by indus- 
tries, the outlook for iron and steel 
manufacturers cannot compare with 
that for equipment makers; the textile 
mills have had a hard time for two 
years, and the political agitation will 
hardly improve their position. The 
shoe and leather trade is only moder- 
ately active, and is feeling the effects 
of the increasing percentage of idle 
labor. We could probably look through 
the whole list of great industries with- 
out finding any which are just now 
more fortunately situated than the 
equipment makers. Why, then, should 
not the equipment stocks catch up with 
the advance in railroad and industrial 
issues? 
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Monthly Net Earnings 


Returns of Principal Railroads Down to Latest Dates Available. 


Apts, Top. & &. F......- Mch. 
Atlantic Coast Line....... Mch. 
ee es Pee Mch. 
Boston & Maine.......... Mch. 
Buff., Rochester & Pitts... Mch. 
GR. OEE cc ckbseccccese Mch. 
Central of Ga...........- Mch. 
Central R. R. of N. J....Mch. 
Ce, & Giile.s iscacccccas Mch. 
Gt OS eR deca ccccces Mch. 
Chic., Burl. & Quincy..... Mch. 
Chic. Great Western...... Mch. 
Chic., Mil. & St. P....... Mch. 
Chic. & Northwestern..... Mch. 
Cleve., Cin., Chic. & St. L.Mch. 
Colorado & Southern...... Mch. 
Delaware & Hudson....... Mch. 


Del., Lack. & Western....Mch. 
Denver & Rio Grande... ..Mch. 


er oe Mch. 
Great Northern .......... Mch. 
Hocking Valley .......... Mch. 
Minn, & St. Louis....... } Feb 

Iowa Central......... baa : 
Illinois Central...........Mch. 


Kansas City Southern....Mch. 
Lake Erie & Western....Mch. 
Lake Shore & Mich. So...Mch. 


Lehigh Valley ........... Mch. 
Long Island ............ Mch. 
Louisville & Nashville. ...Mch. 
Michigan Central ........ Mch. 


Minn., St. P. & S. S. Marie. Mch. 
Mo., Kansas & Texas.....Mch. 


Missouri Pacific ......... Mch. 
National Rys. ef Mexico. .Mch 
Me. a ES n.0n0. 400088 Mch 
N. ¥., Chic, @ Se. L...... Mch 
ee Wek See Ur Msecccces Mch 
N. Y., Ont. & Western...Mch. 
Norfolk & Western....... Mch. 
Northern Pacific .........Mch. 
Pennsylvania R. R....... Mch. 
Pere Marquette ......... Mch. 
Pitts., Cin., Chic. & St. L.Mch. 
MUERTE oc cow cccccceccens Mch. 
SE END cuban coceéves Mch. 
Seaboard Air Line........ Mch. 
St. L. & San Fran........Mch. 
St. L. Southwestern...... Mch. 
Southern Pacific ......... Mch. 
Southern Railway ........ Mch. 
Texas & Pacific.......... Mch. 
Toledo, St. L. & Western. Mch. 
Unien Pacific .........:. Mch. 
re a Mch. 
Western Maryland ...... Feb. 


Wheeling & Lake Erie....Feb. 


Wisconsin Central ....... Feb. 


*Fiscal yr. ends June 30. 





Current 
month. 
$2,839,149 


1,062,111 - 


2,532,052 
482,442 
257,779 

3,718,401 
385,941 

1,285,496 

1,012,047 
287,915 

2,088,440 
159,991 

1,241,370 

1,339,728 
737,910 
208,861 
571,799 

1,020,417 
273,812 

1,085,167 

1,936,971 
244,231 


51,868 


879,647 
178,469 
114,284 
1,707,931 
1,122,980 
34,006 
1,392,262 
846,709 
595,374 
282,741 
1,160,564 
993,780 
2,131,987 
295,308 
1,907,242 
152,471 
1,067,496 
1,954,194 
3,309,100 
103,315 
951,815 
163,447 
1,067,975 
615,387 
1,006,354 
1€0,870 
2,720,274 
1,727,453 
122,357 
92,979 
1,661,042 
318,487 
161,417 
182,555 
175,422 


+Fiscal yr. ends Dec. 31. 


Change from 


last yr. 

—$255,176 
— 284,929 
+322,273 
+103,323 
+41,927 
+561,835 
—18,184 
+262,708 
+290,561 
—74,069 
—295,885 
—127,795 
— 308,928 
—474,108 
+141,522 
—116,360 
—110,674 


—276,115 
+ 364,783 
+157,291 


—46,893 


—260,754 
—128,054 
+37,284 
+621,748 
—34,831 
+29,114 
—209,289 
+370,022 
+357,250 
—186,817 
—126,861 
—737,427 
+249,375 
+65,182 
+427,453 
+807 
—13,666 
+29,840 
—19,291 
—111,408 
+221,482 
+37,827 
—346,129 
—196,770 
—252,011 
—34,499 
—214,129 
+1,173 
—5,113 
+15,922 
—479,885 
—155,199 
+6,351 
+71,646 
+71,954 


Fiscal yr. 


to date. 
$26,407,597* 
7,368,710* 
20,267 ,567* 
7,718,604* 
2,321,646* 
31,655,373* 
3,316,475* 
10,391,096* 
8,623,217* 
2,477,481* 
22,928,773* 
2,219,085* 
10,064,229* 
14,917,805* 
1,421,774¢ 
3,613,413* 
1,761,056t 
10,558,395¢ 
4,152,202* 
11,051,870* 
23,094,032* 
2,155,240* 


916,176" 


5,704,416* 
2,301,559* 
245,0557 
3,952,7 307 
9,541,354* 
def. 35,5117 
13,241,210* 
1,958,0157 
4,971,510* 
5,556,918* 
9,600,519* 
19,915,121* 
4,814,2847 
635,8617 
17,039,322* 
1,686,077* 
10,319,106* 
19,472,543* 
7,567 ,6377 
2,429,638* 
2,187,2437 
1,478,761* 
12,651,062* 
4,314,077* 
10,562,491* 
2,696,789* 
30,496,075* 
15,350,700* 
584,3017 
706,520* 
24,329,028" 
4,903,181* 
1,517,438* 
1,790,700* 
1,616,970* 


Change from 
last fisc. yr. 
—$1,768,823 
— 348,996 
+ 2,089,315 
+181,932 
—219,903 
+4,081,273 
—22,276 
+1,114,355 
+276,295 
—192,482 
—628,250 
— 261,130 
—1,200,512 
—1,589,969 
+126,762 
—748,786 
+125,775 
—249,906 
—823,313 
—7 29,260 
+4,389,607 
+ 263,428 


—492,332 


—6,042,075 
— 537,006 
+53,551 

+ 1,338,468 
—100,585 
+ 121,944 

+ 600,322 
+763,022 
+ 1,830,555 
—1,369,935 
+511,220 
+ 1,020,421 
+826,859 
+66,474 

+ 1,298,134 
—197,538 
+ 604,237 
—167,186 
+ 473,603 
— 34,017 
+481,323 
+ 190,829 
— 2,232,316 
+17,373 

+ 16,314 

+ 293,927 
—2,747,278 
+ 327,597 
+78,943 

— 58,032 

— 3,739,989 
—1,250,860 
—155,855 
+ 431,886 
+ 242,049 





Stock Outstanding 
(in millions). 


i | 
Pref. Com. 
114 169 
as 57 
59 152 
3 39 
6 10 
61 180 
None 5 
None 27 
nee 62 
19 19 
None 110 
40 45 
116 116 
22 130 
10 47 
Ist, 8; 2d, 8 31 
None 42 
None 30 
49 38 
Ist, 47; 2d, 16 112 
209 None 
None ll 
{ 5 15 
5 8 
None 109 
21 30 
11 ll 
None 49 
ae 60 
None 12 
None 60 
None 18 
12 25 
13 63 
None 83 
Ist, 57; 2d, 240 149 
None 222 
Ist, 5; 2d, 11 14 
None 157 
None 58 
22 84 
None 248 
None 453 
12 16 
27 37 

Ist, 28; 2d, 42 7 
49 90 
23 37 
Ist, 4; 2d, 15 28 
19 16 
None 272 
60 120 
None 38 
10 10 
99 216 

39 53 
10 49 
Ist, 4; 2d, 11 20 
11 16 























Reading 


What Is the Secret of Its Phenomenal Rise? 
By G. C. SELDEN. 


April, Reading common ad- 

vanced from 162% to 179%, or 
about seventeen points. In these seven 
days, 869,000 shares were traded in on 
the Exchange, about $48,000,000 par 
value. 

There is $70,000,000 of Reading com- 
mon outstanding, but Baltimore & 
Ohio and the Lake Shore own $10,000,- 
000 each of the above capitalization. 
Therefore the entire common stock, 
with the exception of this $20,000,000 
which permanently off the market, 
net & hands in seven trading days. 

The public naturally inquires, “What 
does this mean? Why this tremendous 
activity at the highest prices ever 
reached? Are these prices based on 
actual values or are they due merely to 
some unusually bold and successful 
manipulation ?” 

The Reading Company, through its 
sub-companies, the Philadelphia & 
Reading Coal and Iron Company and 
the Central Railroad of New Jersey, 
owns approximately 63 per cent. of the 
estimated total of anthracite coal still 
unmined in the United States. An- 
thracite coal is a natural monopoly. 
Further important discoveries within 
reasonable transportation distance of 
consumers are highly improbable. The 
demand increases with the growth of 
wealth and population. 

What is the value of these coal 
lands? Their original cost in the 70’s 
to the predecessor of the present Read- 
ing Company was something like $450 
an acre for about 100,000 acres contain- 
ing coal enough to be profitably mined 
—$45,000,000. Today, similar lands 
are often sold at $2,500 to $3,000 an 
acre—but in this connection we must 
bear in mind that the high price is 
partly due to the fact that the Reading 
lands are withdrawn from sale. At 


D "spn the last seven days of 


$2,500 an acre, these lands would be 
worth in all $250,000,000, and the total 
capitalization of the Reading Com- 





included, is 


pany, bonds and eit 
$27 1,000,000. 

The above hypothetical estimate of 
the value of Reading coal lands is not 
given as of any particular value in it- 
selfi—for it might be $50,000,000 too 
much or too littlke—but only to bring 
out clearly the tremendous importance 
of these holdings and their possibilities 
for the future. 

As to the value of the other concrete 
assets of the Reading Company, such 
as the railroad itself, other real estate, 
terminals, rolling stock, etc., it would 
be entirely a waste of time to try to 
figure out even an approximate valua- 
tion. We have no starting place. Even 
if the Government were to attempt a 
physical valuation of the company, the 
result would be more or less arbitrary, 
for the company has to a very large ex- 
tent created its own real estate values. 
It is the presence of the road that helps 
to establish the values of all real estate 
affected by it. Its equipment, likewise, 
is worth far more to the road itself 
than it could possibly be worth to any- 
one else; and so with most of its prop- 
erty. 

Perhaps it would be impolite to say 
that the Reading Company endeavors 
to conceal its earnings, but it certainly 
does not publish them from the house- 
tops. On the face of the company’s 
statement for the fiscal year ending 
June 30, 1911, net earnings on the com- 
mon stock were 7.3 per cent. The prob- 
ability is that if all additions, better- 
ments, undistributed profits of sub- 
companies, improvements charged to 
operating expenses, etc., could be dug 
up and figured, the earnings on the 
common stock would prove to _be 
nearly three times 7.3 per cent. 

As the biggest member of the “an- 
thracite trust,” a target of public dis- 
satisfaction and regarded with suspi- 
cion by the Government, Reading has 
very naturally seen no good reason for 
boasting about its monopoly profits. 
It has applied liberal sums to better- 











94 





ments and additions on the railroad, 
and to new and substantial work at the 
collieries. It has undoubtedly charged 
many improvements to operating ex- 
penses, though it would be impossible 
to estimate the amount. The line be- 
tween maintenance and improvements 
also is a difficult one to draw under any 
conditions, and where there is a strong 
desire to keep the improvement item 
as small as possible, a good deal of 
money is likely to appear as spent for 
maintenance which could have been 
charged to improvements if desired. 

The same policy has been pursued 
with Jersey Central and the Reading 
Iron Company, both sub-companies of 
Reading; likewise with the Lehigh & 
Wilkesbarre Coal Company, a sub- 
company of Jersey Central. Presum- 
ably this policy runs all down the line 
to the sub-companies of sub-companies, 
etc. . 

The real earnings applicable on 
Reading common, so far as we can get 
at them, are shown in the accompany- 
ing table. The first three items are 
exactly as reported by the Reading 
Company. The fourth item is obtained 
from the report of the Central Railroad 
of New Jersey. In 1911 that company 
earned 26 per cent. (against 33 per 
cent. in 1910). It paid dividends of 
12 per cent., leaving 14 per cent. undis- 
tributed. On the $14,504,000 Jersey 
Central stock owned by Reading, this 
14 per cent. amounted to $2,031,000. 

Reading’s proportion of the surplus 
earned by the Lehigh & Wilkesbarre 
Coal Company can only be roughly es- 
timated, but it was probably consider- 
ably in excess of $250,000. Undistrib- 
uted earnings of Reading Iron Com- 
pany are unknown, as also the amounts 
charged to maintenance or operating 
expenses of all companies. 

Now this condition of things is not 
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wholly peculiar to Reading. Many 
other roads follow the same policy, 
though not to the same extent. In 
fact, it is difficult to determine just 
what should be counted as earnings on 
common stock. Take the question of 
maintenance—does it mean keeping the 
roperty up without change, or does 
it mean maintaining the property in a 
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condition to handle easily all business 
offered? In a growing territory these 
are two quite different propositions. 
The earnings of any of the principal 
railroads would be larger figured as in 
the above table than as figured in their 
annual reports, but usually the differ- 
ence would not be very great. With 
Reading the difference is important. 
UNCERTAINTIES. 

Under the conditions outlined above, 
we might begin to wonder, not that 
Reading has sold as high as 179, but 
that it is not selling above 200. Un- 
fortunately, however, the situation of 
the company is not free from serious 
uncertainties. 

Can Reading maintain its monopoly 
position in the coal trade? The com- 
pany has been charged, by various per- 
sons and at various times, with break- 
ing a considerable per cent. of all the 
laws of the United States, to say noth- 
ing of the decalogue. The people are 
uneasy and rebellious toward trusts 
and monopolies of every form. 

Under the commodities clause of the 
Hepburn law, it certainly appears to 
the man in the Street that Reading will 
have to segregate its coal business, and 
Wall Street figures that this will surely 
result in a “melon.” The difficulties 
and complications of such a segrega- 
tion would be so great that the com- 
pany will presumably avoid it as long 
as any possible way can be found to 
secure further delay. It is not appar- 
ent how the earnings of either the rail- 
road or the coal company can be in- 
creased by segregation, hence the in- 
trinsic value of the stock would not 
be increased, but the company would 
be practically forced to distribute more 
of its earnings as dividends, instead of 
“plowing in” profits as heretofore. 

Another feature demands considera- 
tion. The company’s policy has been 
not to permit the Coal and Iron Com- 
pany to make any money, but to give 
the railroad all the profits by charging 
a high rate on the coal hauled. The 
rate on anthracite is probably nearly 
20 cents a ton higher than it would be 
under competitive conditions. Can the 
road continue to get this high rate? 
And if the rate is lowered, will the 
Coal Company be permanently per- 
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mitted to make these enormous mo- 
nopoly profits? 

A case is pending in the Supreme 
Court against all the anthracite roads 
as a coal monopoly. The Interstate 
Commerce Commission has new and 
troublesome powers over rate-making. 
Can the grip of the railroads on the an- 
thracite trade be loosened? 

Probably not, judging from the ex- 
perience of Standard Oil, American To- 
bacco, the Beef Trust, etc. There will 
be an increased degree of Government 
control, but there seems no reason to 
suppose that the strength of the Read- 
ing Company’s position will be seri- 
ously impaired. There is no process 
of law by which any company’s prop- 
erty can be taken away from it. The 
forms of ownership may be changed 
and rates may be regulated, but the 
property is there and it belongs to its 
owners, agitation to the contrary not- 
withstanding. 

PARTICIPATION BY OTHER ROADS. 


The fortunes of Reading are closely 
interwoven with those of other roads. 
New York Central, through the Lake 
Shore, owns over $30,000,000 Reading 
preferred and common stocks, and Bal- 
timore & Ohio owns the same amount. 
The Pennsylvania Railroad owns, di- 
rectly and through the Pennsylvania 
Company, 32 per cent. of Baltimore 
& Ohio preferred stock and 12 per cent. 
of the common. Union Pacific owns 
nearly $40,000,000 of Baltimore & Ohio 
common and preferred, and also owns 
$18,000,000 of New York Central. A 
Reading “melon” would, therefore, 
benefit other railways to an unusual 
extent. 

The wonderful possibilities of Read- 
ing, combined with the uncertainty as 
to when those possibilities would be 
realized, have made it a popular specu- 
lative favorite and have resulted in 
wide fluctuations. Its activity makes 
it attractive to professional traders and 
technical considerations have always 
influenced the movement of its price 
more than with any other prominent 
railroad stock. On the other hand, 


many investors have been holding Read- 
ing common for 200 or higher, some of 
them having been far-sighted enough to 
purchase it when it was selling below 50. 
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densed into these pages, many abbreviations are necessary. 


Allis-Chambers.—;There has been com- 
plaint that Co. should not have defaulted 
Jan. coupons of its bonds, as on Dec. 31 
last, Co. had $931,000 cash on hand, and 
working capital exclusive of inventories 
amounted to $1,637,000. Incl. inventories 
it makes $6,397,000. Jan. coupons called 
for payment of but $278,700, but Co. had 
other pressing obligations at close of yr. 
Notes and accounts payable were $2,560,- 
000 and it was in order to raise new money 
to pay these obligations, provide new 
working capital, and strengthen organiza- 
tion ‘generally, that reorganization was de- 
cided upon. By this reorganization capital 
is cut down, and Co, will have no bonded 
debt. Working capital will be $11,590,000 
when all assessments are paid.—*Time limit 
for deposit of stocks and bonds has been 
extended to June 1. Over 80% of bonds, 
and two-thirds of common and pref. have 
already been deposited. Counsel for com- 
mittee says plan is a complete success and 
will be speedily carried out. 


Am. Beet Sugar.—*In fisc. yr. ended 
Mar. 31 Co. earned surplus after pref. divi- 
dends equal to 13%% on the $15,000,000 
com, stock, compared with nearly 11% in 
previous yr. For past five yrs. average 
— for dividends on com. has been 
8.61% on that issue which gives ample 
warrant for placing stock on 5% basis as 
was. done last fall. Working capital at end 
of year was $3,474,015, an increase of $759,- 
140. Cash on hand on Mar. 31 was $1,- 
604,869, the largest on record. Co. has 
met with great success in introducing dried 
pulp for use as cattle feed, and further ex- 
tensions are being made to increase output 
of this by-product during current yr. 


Am. Can.—*It is said that increase in 
net from $3,456,537 in 1910 to $5,416,339 in 
1911 was due largely to extraordinary large 


salmon pack in the Northwest, and heavy 
herring pack in Maine last yr.; but stock- 
holder is left to guess whether earnings will 
continue at such rate. Last yr’s. heavy de- 
preciation charges were $2,500,000, campared 
with previous average of about $500,000. Co. 
carries plants on its balance sheets at $71,- 
235,000, but estimating actual worth even $32,- 
800,000 4%, annual depreciation during past 
ten yrs. including 1911, would have involved 
a total of $13,120,000, whereas only about $6,- 
030,200 was actually spent for this purpose. 
Co.’s reports do not indicate that com. stock 
has any value except as pure speculation. Co. 
at present is making over 40,000 different 
kinds of tin containers. One of most recently 
developed products, which is the new adding 
machine, which originally was a child’s toy, 
has been perfected and will be handled 
through retail merchants. Already a number 
of large orders have been placed for the ma- 
chines. 


Am, Car & Foundry.—*On 30th of Apr. 
Co. ended its fiscal yr. The an.-report will 
not be issued until June, but enough is known 
to warrant opinion that Co. did not earn 
much more than its 2% com. dividend re- 
quirements. During past few weeks orders 
have shown a comparatively heavy increase. 
General business conditions are quite favor- 
able, and as the next crop promises to be 
largest on record, it will be surprising if 
1912 in point of orders received, does not 
ae to be one of most prosperous in Co.’s 
istory. Orders taken since Jan. 1 of this 
year will show more profit. The entire 
’Frisco order of 7,000 cars went to the Co. 
and 1,100 refrigerator cars of the Harriman 
order. 


Am. Ice Securities —fA close examina- 
tion of earnings of Am. Ice Co. shows that 
position is gradually being strengthened, and 
that dividends may be nearer than generally 














believed. The Securities Co., a holding Co., 
owns $14,352,600 pref. and $4,704,380 com- 
stock of the Ice &: the operating Co., and 
its only income is derived from dividends of 
operating Co. In last fiscal yr. ended Oct. 
31, 1911, the Ice Co. handled largest volume 
of business since 1906 and net profits available 
were equivalent to 4% on operating Co.'s 
pref., compared with 3.22% earned in previous 
yr. 


Am. Locomotive.—*Co.’s yr. will end 
with June, and report will show better than 
for previous 12 mos., when $1,815,562 was 
earned for com. stock equal to 7.26%. There 
is no danger that regular 7% on the $25,- 
000,000 pref. will be changed. Co. has not 
paid a com. dividend since 1908, when 334% 
for the yr. was disbursed. In 1907, payment 
of 5% was made and 1906, 2%%. Co. has 
received the bulk of engine orders in last few 
mos. In last few days there has been 126 
locomotives bought, and 83 went to this Co. 
During current mo. Co. has taken orders for 
144 locomotives, including order from St. 
Paul for 50. Co. also does a large business 
in automobiles and auto-trucks. Business 
from this source has been increasing for sev- 
eral yrs. 


Am, Radiator.—*During 13 yrs. Co. has 
accumulated a surplus of $6,000,000, all of 
which is undivided profits except $575,000 
premium received from sale of com. stock at 
$150 a share in the fiscal yr. 1910. The average 
surplus for $3,000,000 pref. has been equal to 
27%2%, on which 7% has been paid regularly. 
The average surplus for com. has been equal 
to 11.9% on average amount outstanding, 
and for last seven yrs. average has been 
14.65% per an. Com. stockholders received a 
stock dividend of 10% on Mar. 30, making 
amount now outstanding $6,765,000. 


Am. Smelting & Ref.—7500 foreign la- 
borers at the Co.’s lead smelters, situated at 
Murray just outside Salt Lake City, have 
struck for better wages and being a majority 
of employees, the plant is practically shut 
down. No difficulty is anticipated. The 
strike does not affect the Garfield plant, 
situated 15 miles distance where Utah Copper 
concentrates are smelted. 


Am. Steel Foundries—*The report for 
quarter ended Mar. 31, 1912, shows net earn- 
ings of $188,656 against $65,524 in 1911. 


Am. Sugar Ref.—*A legal decision af- 
fecting future position of Co. will probably 
be rendered shortly. It involves question of 
cancellation of $10,000,000 com. stock of Nat. 
Sugar Ref. Co. The Nat. Sugar Co. has 
outstanding $10,000,000 pref. stock, of which 
Am. Sugar owns $5,280,000 or a majority, 
and $10,000,000 com. stock. All but about 
$500,000 com. is owned by the Havemeyer 
estate. If Am. Sugar could secure a domi- 
nant interest in this Co., it would give control 
of 52% of sugar refining industry. Last mo. 
Am. Sugar is understood to have taken a 
shrinkage of between $500,000 and $1,000,000 
in value of its stocks of raw sugar. 
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Am. Tel. & Tel.—*Co. and its affiliations 
handle 70% of world’s business of electrical 
transmission of speech and message, and rep- 
resents the greatest public utility and under- 
taking on the globe—a round billion of capital 
and gross earnings of $225,000,000 per an. 
Am. Tel. or its predecessor, the Am. Bell Tel., 
has an unbroken dividend record of not less 
than 744% for 28 consecutive yrs. For last 
5 yrs. 8% has been paid. But, in addition, 
stockholders have received an average of 
once every 2 yrs. for last 12 yrs., the right 
to subscribe to new stock. In 1911 these 
rights were worth $6 per share, so that gross 
return to stockholders has been considerably 
in excess of the 5%4% income basis at which 
shares are now selling. 


Am, Woolen.—*Co. should in 1912 show 
a gross business of $50,000,000, even with the 
2 mos. Lawrence interruption, and should be 
30% to 40% ahead of a yr. ago. In fact, all 
Lawrence mills are now handling the largest 
business in a long time. The announcement 
intimates that its cluster of mills is sold close 
up to Aug. In any event, Co. should easily 
earn its 7% pref. dividend this year, and bar- 


ring unforseen trade reaction precipitated 
by adverse tariff action, should lay by half 
as much again for the inevitable “rainy day.’ 


Am. Writing Paper.—jControl of the Co. 
which for yrs. rested in Springfield is now 
held by. New York Banking interests, who 
have made a wonderful success in manage- 
ment of large industrial corporations. Earn- 
ings so far this yr. have shown no appreciable 
increase compared with past 2 yrs., when the 
2% dividends on pref. have been barely 
conned, and $82,50 per share has accumulated. 

—*For first quarter of fiscal yr. up to Apr. 
1, Co. has sold six tons more paper per day 
than during corresponding period last yr., 
and at same time received considerably higher 
prices for its products. It is expected that 
gross earnings can be increased from $10,- 
000,000 to $14,000,000 within next 3 yrs. The 
Co.’s property and finances are said to be in 
splendid condition. 


Atchison.—jEarnings do not reflect very 
favorable business conditions. Traffic receipts 
in Mar. amounted to $8,821,500, a decrease 
of $435,950. Co. has 324 more miles of road 
in operation than at this time last yr. Figured 
on per mile basis, business has decreased 8% 
compared with yr. ago. The Mar. statement 
of earnings show net declined $316,000; it 
was the poorest Mar. Co. has experienced in 
many yrs. 


Baltimore & Ohio.—7In 
ceipts increased over 17%. The gain in net 
is keeping pace with expansion in gross. Ex- 
penses of operation are about 70% of gross, 
but the direct cost is materially less than a 
yr. ago. An increase of $322,000 in net for 
Mar. brings total net earnings for first three- 


quarters of fiscal yr. up to $20,267,500. 


Bethlehem Steel—*Determination to 
authorize $50,000,000 general mortgage 5% 
bonds, opens the way for financing on better 


Mar. traffic re- 














98 THE MAGAZINE OF WALL STREET. 


terms than the Co. received in 1909, when 
6% notes were sold below par. At present 
Co. has no open mortgage under which it 
can raise funds for additions to property. 
Additions for several yrs. past have been 
largely paid out of earnings, and value of 
property would a justify issuing more 
bonds. Present s provide for issuing at 
this time 312000000" bonds for refunding pur- 
poses only, the remainder reserved for future 
additions to plants. The $6,796,000 6% notes, 
bulk of which are due Nov. 1, 1914, will be 
retired. Of these $134,000 mature July 1. 
If new money can be raised at 5% on new 
bonds, there will be a saving of $600,000 a yr. 
in connection with refunding. The only other 
bonds are $10,668,000 first extension mort- 
fee 5s, callable at 105. Mr. Schwab said: 
in 1911, prices had been even as high as 
the average for past 10 yrs., Co. would have 
shown 25% earned on com. stock. Co. has 
only been making structural steel 4 yrs., but 
does about 33% of total consumed in this 
country. The amount turned out daily is 
sufficient for the ordinary 10-story building, 
and the girders used in constructing the 
Gimbel edifice, were produced in 2 days. 


Boston & Maine.—*Up to last Nov. net 
earnings had fallen off in comparison with 
previous yr. nearly $400,000. In Dec. Co. re- 
ported gain in gross of $233,000, and in net 
over $400,000, and now for Feb. it reports gain 
in gross of $251,000 and in net same amount, 
so that total gain in gross for the 8 mos. of 

scal yr. to date has been $688,000 and in net 

000 If this pace should be maintained 
throughout yr., Co. will not only earn fixed 
charges and dividends on the pref., but 3 to 
4% on the com. It looks as if the New 
Haven would be called upon to make up a 
very small, if any, deficit, in order to main- 
tain present rate of dividends on com. stock. 


Brooklyn Rapid Transit.—+From state- 
ment submitted to Pub. Service Com. for 3 
mos. ended Dec. 31, gross increased $324,240, 
or at rate of $108 per mo. Expenses of 
operation were less than 59%, compared with 
over 60% a yr. ago, and net Fy $195,443, 
or more than 9%. For the half yr. to end of 
Dec., Co. earned $5,239,500 net, a gain of $319,- 
000 over first half of previous yr. Figuring 
interest ay on same basis as 1911, the 
road in firs lf of current fiscal yr. earned 
4.15% on its $44,853,000 stock, or at rate of 
8.3% per an. In 1911 Co. earned 6.87%. 


Brooklyn Union ce gap nea ag and 
directors have reached a se agree- 
ment under which extra dividends of 1% are 
to be declared semi-annually —— with 
payment of July 1 and extending 4 yrs. The 
stock is to have 8% per an., 6% regular and 
2% extra. Purpose of extra dividends is to 
continue policy of making an average of 6% 
per an. since 1905, and to avoid stigma of 
returning 8% on par value of stock invest- 
ments. In 1911 earnings were almost 18% 
before tion; in 1910, 16.73%, and in 
1909, 14.85%. The balance shown after liberal 
depreciation charges was 10% in 1911, 74% 








in 1910 and 6% in 1909. propriations for 
depreciation ran from $1,160,197 in 1909 to 
qporenennely $1,350,000, or 13% of gross 

rged off from earni on this account 
yearly. Co. has over $3,750,000 cash on hand, 
and a profit and loss surplus of over $6,- 


Canadian Pacific—+Com. share earnings 
equaled $17.28 per share in the 12 mos. ended 
June 30 last. It is not improbable that it will 
equal over $20 this fiscal yr. or twice dividend 
requirements. In the 9 mos. to end of Mar., 
Co. earned $31,655,300 net, an increase of 
$4,081,200 over a yr. ago. Figuring charges 
and earnings on same basis as last year, divi- 
dend balance for 9 mos. was equivalent to 
$16 per share. In the past 4 yrs. gross in- 
creased nearly 57%; operating ratio lowered 
to 644% from and net earnings in- 
creased more than 80%. 


Central Foundry.—*The report covering 
period from Apr. 22, 1911, to Dec. 31, 1911, 
shows that the Co. proper did a gross busi- 
ness of $1,867,920, and net profits after all 
expenses and charges $124,889, or about 7% 
of gross business done. This profit was suffi- 
cient to provide for overhead expenses of the 
Central Iron & Coal Co. not carried in latter’s 
coal and coke business, and the small loss of 
Central Radiator Co. and leave a surplus of 
$63,344. In other words, the combined ac- 
counts of the 3 Cos. for the period showed net 
profit of $63,344 over and above all charges 
of every description. 


Central Leather.—*Co. has issued its 
first quarterly report, covering first 3 mos. of 
1912. Total earnings after deducting expenses 
were $2,316,671 and total income was $2,328,- 
527. General expense and losses were $755,- 
866, leaving $1,552,661 for interest. This is 
at rate of $6,200,000 a yr., compared with $2,- 
300,000 for full yr. 1911. The net after fixed 
charges for quarter was $1,052,909, or at rate 
of over $4,000,000 a yr., compared with about 
$300,000 for full yr. 1911. During quarter, 
Co. earned over 3% on pref. on which 14% 
was paid, balance after pref. dividends was 
equal to 12% on the com. Surplus for 
quarter was $470,178, which added to surplus 
Dec. 31, 1911, made total surplus Mar. 31 of 
$2,240,634, or nearly 7% on the $33,299,050 
pref. stock. 


Central of *Special meetings 
of stockholders called for June 3 to vote on 
issue of $15,000,000 pref. at par, for refunding 

15,000,000 income bonds in 3 issues. Vice- 
joy says: “Less than $500,000 of total $15,- 

000 are outstanding in hands of public 
and we have reason to believe that the sole 
reason why they have not come in is that 
holders are not aware of the offer. When 
this refunding is accomplished, the capitaliza- 
tion of Co. will be two-thirds bonds, and one- 
third stock.” 


Central of N. J.—*In the 9 mos. to Mar. 
31, Co. earned balance after charges 
415,334, or equivalent of 19.7% on the $27.- 
436,800 stock. In same time last yr. $4,516,572 
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or 164% was earned, compared with $5,022,- 
268 or 183% in 1910 and $3,591,344 or 13% 
in 1909. The last 3 mos. of 1911 fiscal yr. 
produced $2,630,000. If final quarter this yr. 
yields as much, balance for yr. will be about 
$8,000,000 or between 29% and 30% on the 
stock, 

Chesapeake & Ohio.—jCo. has benefited 
by unusually heavy movement of coal. Apr. 
gross will increase more than $300,000, com- 
pared with yr. ago. Mar. was a good mo. 
Operating revenues gained $497,000 or 19% 
and as the operating ratio was brought down 
from 72% to 67.1% of gross, net gained $290,- 
500 or 40%. Co. should show a comfortable 
balance over dividend requirements in cur- 
rent fiscal yr. to end June 30 next. In 1910-11 
balance for dividends was equivalent to but 
$5.06 per share, or $88,600 in excess of re- 


quirements. In first three-quarters of present 
yr. to end of Mar. net showed increase of 
$276,300. 


Chicago Great Western.—*Latest de- 
tailed reports obtainable are to end of Feb. 
For the 8 mos.’ period, Co.'s expenditures 
show increase of $256,683 or about 5%. 
This compares with increase of 1.5% in gross 
for the same 8 mos. Net operating revenues 
fared badly, showing a decrease of $124,126 
or 5.6% and this together with an increase in 
taxes of $2,166, has reduced operating in- 
come to $1,793,978 against $1,992,487, a de- 
crease of $128,508 or little over 6%. Since 
Jan. outlook has changed. Surplus after all 
charges of about $1,100,000, which was then 
estimated, would show about 2.8% earned for 
its $41,021,400 pref., has been cut to about 
$915,000 or 2.2%. Last yr. road earned 
equivalent of 1.87% and year before 87%. 
May and June have always been good 
traffic mos. and there is every prospect that 
road will meet fixed charges of about $2,- 
197,000 this year, with a margin of surplus 
close to the first estimated $1,100,000. 


Chicago, Mil. & St. Paul—*Gross and 


net business in Mar. was the most favorable 
mo. reported in present yr. Co. only 
lacked about $200,000 of earnings full 


amount of dividends for the period, not 
including other income. To include other 
income, the road just about broke even, 
after all charges and dividends. For 9 mos. 
ended Mar. 31 last, balance available for 
dividends was $6,951,000 while dividend re- 
quirements during that time were about 
$10,000,000.—*#We understand that the St. 
Paul has in contemplation the early elec- 
trification of 250 miles of road. 


Colorado Fuel & Iron.—7jBusiness is and 
has been of good volume for some time 
past. Co, has fared much better than a 
majority of steel Cos. during past 8 mos. 
The next an. report should show a balance 
as large as fiscal yr. ended June 30 last. 

—*Statement that Co. will renew its char- 
ter until accumulated hack dividends on 


Pref. are paid, finds a6 official confirma- 
tion. Only~$2,000,000 pref. stock is author- 
ized and issued and the bulk of it is 
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supposed to lie in the Rockefeller strong 
boxes. It would seem then, that there is 
little likelihood of a contest no matter how 
pref. dividend question is decided. Under 
Rockefeller rule, Co. has shown consistent 
progress during last 6 yrs. Net earnings 
after all charges in that time have been in 
excess of $5,000,000 


Colorado & Southern.—*In 1911 fiscal yr. 
Co. carried 7,765,015 tons of freight, of 
which 5,109,127 tons or nearly 66% were 
products of mines. Official reason for de- 
cline in gross thus far in current fiscal yr. 
is that shipments from mines have been 
unusually small and also affected by light 
lumber shipments. Gross for first three- 
quarters of yr. amounted to $10,978,849, a 
decrease of $1,597,900, or more than 12%, 
operation consumed 70%% of gross, com- 
pared with 68.1% in previous corresponding 
9 mos. Earnings available for dividends 
in the 9 mos. to end of Mar. amounted to 
$1,453,300. Although a decrease of nearly 
$500,000 compared with last yr., Co. earned 
a full yrs. dividend on all three classes of 
stock with balance of $153,000 remaining 


Consolidated Gas.—*It is learned on high 
authority that an extra dividend of 1% 
will be declared either on the last Thursday 
of July, or the last Thursday of Oct. 
Dividend payments for yr. are to aggregate 
7%. The payment of $7,000,000, or $1,000,- 
000 more than regular rate will leave a 
balance of 7%% still to be declared. 
These, according to present plans, will be 
distributed in small an. instalments of 1% 
to 1%%. Earnings of system after -liberal 
charges for depreciation, are running at 
about 14% or a balance of $14,000,000 for 
the $100,000,000 stock. 

Corn Products.—jEarnings are unfavor- 
ably affected by the high prices of corn— 
of which Co. uses in a yr. about 35,000,000 
bushels. High corn is partly offset by ad- 
vancing prices of starch, glucose and other 
products, but competition is so keen that 
it is impossible to advance prices enough 
to fully offset high corn. The pref. stock 
earned 6.88% against 7.05% for 1911 yr. 

Denver & Rio Grande.—*Utah and Calu- 
met coal Cos., controlled by D. & R. G:, have 
deeded back to the government 8,288 
acres of coal land in Colo. and Utah, worth 
$2,000,000, as a compromise of the federal 
suit pending four yrs., charging fraudulent 
land filings by “dummy entrymen.” Direct- 
ors have finally approved plan for author-! 
ization of $25,000,000 7% adjustmen e 
come bonds. Subscription —_ Boe 
June 10. The Western Pacis 
earnings of $308,551, mee cit ge 
mo. Operating eXPeNses paste FE 


$30,761 more than operat tin 
and net y whith 
will not ab — bors 
Distiller? $F "fail & 3270 
profits Nt aA rl are Pb yBiba 


adverse i ony of high-priced corn, one 
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subsidiary, the Alcohol Co., is making rec- 
ord profits. For first 2 mos. of 1912 net 
earnings of Alcohol Co. have shown a gain 
of 35% over same period of 1911. If con- 
tinued for full 12 mos. means earnings for 
the $12,000,000 com. stock, 51% of which 
is in Distillers Securities treasury, be- 
tween 6% and 7% compared with 4.02% 
for fiscal yr. to Dec. 13, last Co. is always 
long of cash, and at times has as much as 
$3,000,000 out on loans. 


Erie-—jtFrom information and estimates 
made, Erie will in 3 more yrs. be earning 
at rate of 644% to 7% on its com. stock. 
There is planned a total expenditure of 
$20,000,000 in next 3 yrs. for additional 
main tracks, etc. One-half of this will 
come from present issue of notes, and the 
other $10,000,000 is expected to be fur- 


nished by Co.’s surplus earnings. These 
improvements will enlarge Co.’s_ trans- 
portation capacity by $10,000,000 gross 


business per an. and by conservative esti- 
mate, Co. should derive net revenue of 
$5,000,000 per an. In order for Erie to 
show a dividend balance as large as in 
1911, it will be necessary to increase net 
earnings in the 3: mos. yet to be reported 
by about $800,000, which does not now 
seem likely. Mar. earnings show a loss 
in net of $276,000 or more than 20%, the 
largest loss recorded in many mos. Busi- 
ness is good, in fact traffic receipts are 
near record figures, but Pres. Underwood 
is devoting his energies toward upbuilding. 
The operating account is being charged 
heavily for maintenance, and much of ex- 
pense incident to double-tracking now in 
progress, is being charged against net. 


Today Erie could handle at least $15,000,- . 


000 more business annually with but a 
small comparative increase in expenses. 


General Electric—In 1911 surplus avail- 
able for dividends amounted to 13.6%, 
which, of course, did not include surplus 
taken over from the Ft. Wayne and 
Sprague Cos. amounting to $1,240,725. 
Based upon capitalization as it was in 
1910, net profits for dividends in 1911 were 
approximately 16% comparing with 16.6% 
in 1910. The Co. can now finance its in- 
crease of factory plant and working capital 
without issue of stock or bonds. Total ad- 
ditions to existing plants for 1911 amounted 
to $4,070,221, but of this there was written 
off $3,113,480 by charge to depreciation, 
leaving less than $1,000,000 actually added 
to cost of plants. All additions to plants 
and working capital remain uncapitalized, 
and during past 2 yrs. alone, profit and 
loss surplus has increased from $17,000,- 
000 to $29,000, 


Great Northern.—(See Hill Roads.) 


Great Northern Ore.—*After expiration 
of U. S. Steel leases on ore properties in 
1915, Hill interests will mine their own 
ores and enter market as independent 
producers. D. M. Philbin, manager of Hill 
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ore properties says: “There will be no 
cheap Hill ores in the market at any time. 
The Hill interests positively will grant no 
more leases to other interests. By time the 
Steel Corp. lease expires, Co. will be pre- 
pared to sell and deliver a large tonnage. 
New system doubtless will be more profit- 
able to us than under present lease.” 


Harriman Lines—*Harriman lines have 
distributed orders for 9,100 cars, including 
5,700 box cars to be built by Pullman Co., 
1,000 refrigerator cars go to Am. Car 
Foundry. U. P. promises to earn 14% for 
its $216,627,800 com. stock in yr. to end 
June 30, 1912: This compares with 16.6% 
in 1911. S. P. will earn about 9.2% for its 
$272,675,731 stock against 9.56% in 1911. 
Other income will duplicate that of 1911, 
but fixed charges of both Union and South- 
ern are expected to be higher than last 
yr., owing to sale of $40,000,000 Oregon- 
Wash. bonds, and $50,000,000 Cen. Pac. 
bonds in Feb., 1911. So. Pac. has a prac- 
tical monopoly of local traffic in California, 
and will benefit directly from opening of 
Panama _ Canal. To quote Vice-Pres. 
Kruttschnitt: “If the Canal means any- 
thing, it is the building up of the West. 
The building up of the West is So. Pa- 
cific’s gold mine.” 

Hill Roads.—*The most remarkable dif- 
ferences between roads operating in same 
section of country existed during present 
fiscal yr. between Great Nor. and Nor. Pac. 
For 9 mos. of yr. to date G. N. reports 
increase in gross $3,482,000, and net $4,- 
259,000, while during same period N. P. 
lost $2,171,000 in gross and $315,000 in net. 
While last yr. each Co. earned almost ex- 
actly same percentage on. its stock, G. N. 
8.34, and N. P. 824, and each showed 
around $3,000,000 surplus over dividend re- 
quirements, this yr. G. N. promises to earn 
10%, against a bare 8% for N. P., and to 
show surplus over dividends between $6,- 
000,000 and $7,000,000, while N. P.’s will 
probably be cut to about $2,500,000. The 
difference is apparently because of a much 
greater crop yield last yr. along lines of 
the G. N. These 2 roads are essentially 
grangers. Great Northern.—Up to close of 
Mar. had net operating income nearly $20,- 
700,000, and if net for remainder is on 
parity with last 3 mos. of previous yr., there 
will be about $4,500,000 more to be added. 
Allowing for increase in charges as result 
of sale of $35,000,000 additional bonds, and 
approximately “other income” at same as 
1911, there should be a balance for divi- 
dends for the 12 mos. to end June 30 next, 
of $20,800,000. 


ill, Central..—-jEarnings in current fiscal 
yr. are making poor comparison with yr. 
ago. Gross in first three-quarters to end 
of Mar. have decreased $3,100,000 and net 
amounted to but $5,704,000, a decrease of 
$6,040,000 compared with last. yr. The 
balance for dividends for full yr. will be 
very slim. There is nothing fundamentally 
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wrong with Co. Directors know these 
dificulties are but temporary. The regu- 
lar 7% dividend will probably be declared 
at next meeting, to be held next mo. 


Interborough Rapid Tran.—*Gross _in- 
come during Apr. increased $144,000. The 
on of $4,800 daily compares with gain 
of $4,630 during Mar., and of $3,975 during 
Feb. The elevated lines contributed but 
$15,000 gain for entire month. For 10 mos. 
to May 1 gross income has increased $1,- 
165,000, or almost $500,000 more than the 
gain of $700,000 in receipts for entire fiscal yr. 
to June 30, 1911. A favorable feature of 
operations is that fully 33% of gain in 
gross is being saved for net, after allowing 
for most liberal sort of charges against 
earnings for maintenance and betterments. 


Inter. Harvester.—*Co. reports for yr. 
ended Dec. 31, 1911, gross sales of $108,- 
033,595, compared with $101,166,359 in 1910, 
and $86,614,549 in 1909. Manufacturing 
profit was $25,639,907, compared with $21,- 
045,111 in 1910, and $18,945,315 in 1909. 
Total net income was $25,684,723, compared 
with $21,262,757 in 1910, and $19,225,329 in 
1909. After appropriations for various 
purposes, surplus for dividends was $15,- 
521,398, compared with $16,084,819 in 1910, 
and $14,892,740 in 1909. The balance for 
com. stock was equal to 14.15% on $80,- 
000,000, compared with 14.85% on same 
amount in 1910. The undivided profits for 
yr. were $7,321,398, compared with $8,684,- 
819 in 1910. Working capital on Dec. 31, 
1911, was $107,252,648, compared with $98,- 
173,095 on Dec. 31, 1910. This was equal 


to $178.75 per share of pref., compared 
with $163.62 on Dec. 31, 1910. 
Inter. Merc. Marine.—*Total insurance 


fund of Co. as of Jan. 1, 1911, was $1,672,- 
767. During 1910 there was $573,007 saved 
from this fund, and if corresponding 
amount were saved for yr. ended Dec. 3], 
1911, total fund would just cover loss of 
the Titanic, thereby wiping out entire 
fund, if loss were so applied. Final surplus 
about $1,000,000 for 1911, or total from 10 
yrs. operation $1,048 048,585. Co. has out- 
standing $51,730,970 pref. and $49,931,735 
com. Ahead of this it has outstanding 
$52,744,000 414% collateral bonds and $18,- 


718,000 5% first mortgage sinking fund 
bonds. This, with $6,615,312 debenture 
bonds of constituent Cos., gives total 


bonded indebtedness of $78,077,312. 


International Paper.—*Net earnings for 
first quarter of 1912 ended Mar. 31 were 
over 4 times as large as during same mos. 
of 1911, chiefly due to greatly improved 
water conditions at the mills, making con- 
tinuous operations possible. Judged by the 
Mar. quarter, Co. should, during 1912, ex- 
perience the best 12 mos. in 5 yrs. Earn- 
ings for the $22,406,000 pref. will touch 
10% and may go slightly higher. It is 
largely a question of how water supply 
holds out during summer. On recent days 
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the product made at various mills has 
crossed the 1,800 ton mark. The policy 
of present management has been very 
conservative and not only has it built up 
a profit and loss surplus of $9,646,078, 
which for the most part has been put back 
into property in some form, but balance 
sheet at end of yr. will show Co. has $2.25 
in liquid assets for every dollar of current 
liabilities. 

Inter. Smelting & Ref.—tThe Co. has 
been very successful in booking lead busi- 
ness and 10 contracts have been made with 
large lead producers. The plant is now 
well provided with a large supply of both 
lead ore and concentrates, said to be suffi- 
cient to supply furnaces for several mos. 
The new lead refinery should be in opera- 
tion by middle of July. Directors will 
meet this mo. for dividend action, and it 
is expected regular quarterly 2% will be 
declared. Earnings at present are under- 
stood to be close to 14% on stock.—*The 
International Lead Ref. Co. has _ been 
formed with $500,000 authorized capital, of 
which $100,000 has been issued to date. 
Control will rest with the Inter. Smelting 
& Ref. Co., which will own the stock as 
issued. 


Kansas City Sou.—*The showing in Feb. 
and Mar. is attributable to unusually bad 
weather, heavy rains practically inundated 
the territory, while logging roads had to 
suspend all operations. Mar. earnings 
show a decrease of $105,600 or 12.50% in 
gross and a net decline of over 42%. 
Operating expenses were increased about 
5%, which in face of heavy decrease in 
gross is large. The past 10 mos. net earn- 
ings from operations averaged about 20% 
below those of last yr., and at this rate 
the Co. has just barely earned its fixed 
charges and the dividend on its pref., 
leaving nothing for the com. 


Lehigh Valley.—*For 9 mos. ended Mar. 
31, gross revenues were about $1,739,000 
ahead of corresponding period previous yr., 
but expenses rose so as to wipe out this 
gain, and result in a decrease in net operat- 
ing income of $273,000. Unless earnings 
suffer unexpectedly large decreases during 
remainder of current fiscal yr. next 3 mos., 
the road will show a very substantial sur- 
plus available for dividends for 12 mos. to 


end June 30 next. Last yr. earnings 
available for dividends were equal to 
16.53% on $60,608,000 stock, compared 


with 22.97% on $40,441,100 stock in previ- 
ous yr. In 1911, Co. paid 8% in dividends, 
compared with 6% in the 3 previous yrs. 
During past 5 yrs. Co. has recorded sur- 
plus over dividend requirements, all fixed 
oy and operating expenses over $27,- 


700,000 
Louisville & Nashville —*The net in- 


come in first half of present fiscal year shows 
increase of $600,000. Continued at this rate 
throughout balance of year earnings would 
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amount to $9,750,000 or over 16%. Co. has a 
70% interest in Nash,, Chat. & St. Louis which 
will report a surplus of $1,000,000. Adding its 
equity in this, would bring total estimated 
earnings up to over 17% for current fiscal year. 
Co.’s surplus now amounts to over thirty mil- 
lions of dollars. In addition to this, Co. not 
only maintained its property liberally, but also 
spent $18,500,000 in addition to betterments, 
which it charged to operating expenses. 
Therefore a tremendous amount has been ac- 
cumulated which can properly be capitalized. 
It is general expectation that the “plum” will 
take the form of “Rights” to subscribe to new 
issue considerably below the market price, with 
possibly a stock dividend attached. 


Mexican Petroleum—*The 10-yr. 6% 
convertible first lien and refunding bonds 
which have been active recently are the second 
oil Co. bonds listed on the N. Y. Exch. Value 
of Co.’s developed properties is placed at $23,- 
630,000, and its undeveloped oil districts at 
$50,000,000. Cost of properties is carried on 
books at $48,000,000. Net profits last year 
after all expense, including depreciation of less 
than % of 1% on book value of property, and 
including $1,057,000 of all placed in storage, 
were $2,693,374 or about nine times present 
interest charges. 


N. Y. Central—*The Co. has already 
purchased $23,000,000 of N. Y. & Harlem 
stock, for which it has paid upwards of $8,- 
000,000 in 30 year debentures at 92, and up- 
ward of $15,000,000 in three-year notes. It 
has hopes of acquiring remainder for all of 
which it has offered $35,000,000. It has also 
offered upwards of $16,000,000 for stocks of 
two other controlled roads. At end of 1911 
Co, had $10,000,000 cash on hand besides $6,- 
000,000 loaned to Mich. Cen. and Big Four in 
equal amounts. Equipment has already been 
provided for. The 1912 earnings are thus far 
running ahead of 1911 and if improvement 
continues throughout the year, stock should 
earn more than 8% for dividends. 


N, Y., N. H. & Hartford—*Co. was 
authorized by Pub, Service Comm. to acquire 
control of Rutland Railroad from the N. Y. 
Central. Indications are that Co. will earn the 
largest divisible surplus in its history in cur- 
rent yr., but dividend requirements are in- 
creased from $12,454,852 to $14,318,376. 
Charges and dividends figured on basis offi- 
cial report to Stock Exch. for six mos, to Dec. 
31 will be $32,631,074 together; to meet this, 
there is the net balance from operations, and 
“other income” received from underlying Cos. 
Assuming that net for 3 mos., April to June, 
increases in same ratio as that from Jan. to 
Mar., namely 19%, railroad operations for yr., 
will furnish $21,204,900 of the $32,631,074 re- 
quired. This leaves $11,426,160 to be made 
up from “other income” if New Haven is to 
show full dividends covered. Last yr. New 
Haven received $9,178,929 from its security 
holdings, so that an increase in “other income” 
of 231 would be needed. 


Norfolk & Western.—*Progress in this 
Co., while not spectacular, has been remark- 
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ably consistent. For instance, comparing 1910 
with 1907, the gain in gross was some thirty- 
one to thirty-five millions, and in total operat- 
ing income from eleven and three-quarters to 
fifteen millions. The property is in such ex- 
cellent condition by yrs. of patient upbuild- 
ing, that it was able to realize in its net in- 
come nearly all the increase in gross. In 8 
mos. of present fiscal yr., gross earnings show 
a gain of nearly $2,000,000. By reason of their 
com. control by the Pennsylvania, the N. & W. 
and Panhandle form virtually one through 
route between Chicago and St. Louis and the 
Atlantic Seaboard. 


North American.—*Co. will retire its 
outstanding collateral trust 5% notes, due 
May 1, from current funds. No financing of 
any kind will be necessary to provide for meet- 
ing this obligation—about $1,910,000. Annual 
charges will be reduced by $95,500. Formal 
announcement is made of sale of the Kenosha 
Electric Railway and the electric lighting plant 
to the North Am. Co. Consideration is said to 
have been $550,000. Co. acquires seven miles 
of track in City of Kenosha and power sta- 
tion. 

Northern Pacific—}Business conditions 
in Co.’s territory justify expectations of sub- 
stantial increase in gross in last quarter of 
current fiscal yr., June 30 next. There is no 
longer a question of ability to earn more than 
enough to pay the 7% dividend. This yr. ex- 
pected to be a little better than 1911 for which 
Co. earned a surplus of a little over $3,000,000 
after dividends. It is four yrs. since the ex- 
tra dividend was paid Nor. Pac. from earnings 
of the Northw. Imp. Co. During period of de- 
pression the equity in this Co. has scarcely 
been heard from, as well as equity in Burling- 
ton system, on any appearance of market 
strength in Nor. Pac. shares. (See Hill 
roads. ) 


People’s Gas.—*Co. will maintain the 80- 
cent rate. City wants reduction to 75 cents. 
The public must pay that extra expense. 
Mayor Harrison says the city will fight case 
to a finish. Byllesby-Insull interests have se- 
cured control of $10,670,000 capital stock of 
the Northwestern Gas Light & Coke Co., 
hitherto held by People’s Gas interests. Will- 
ingness of People’s Gas interests to lose con- 
trol of only Co. in position to compete for gas 
business of Chicago suburbs indicates friendly 
feeling between People’s Gas and Insull elec- 
tric interests. 


Philadelphia Co.—* Increase in authorized 
capital from $48,000,000 to $73,000,000 was ap- 
proved. The new stock will be 6% cumulative 
and pref. as to assets. Stockholders also 
voted to issue $10,000,000 5% debentures ma- 
turing in ten yrs., and convertible at holder’s 
option into cumulative pref. Of new pref. 


$6,000,000 will be exchanged for present pref. ; 
$10,000,000 be used for conversion, and $9,000,- 
000 held in reserve for future requirements. 
Proceeds from sale of debentures will be used 
in upbuilding street railway properties owned. 


Pitts., Cin., Chicago & St. L.—*Few rail- 
roads are now making more satisfactory re- 
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ports than Panhandle. The extraordinary gain 
in Mar., 19% in gross and 30% in net, was 
largely result of movement of coal, but en- 
tire first quarter of yr, shows up almost as 
well. The road in 3 mos. regained more than 
half the $2,000,000 loss. of gross in the whole 
of 1911. Not only has it added $380,859 to 
maintenance account in that space, but in- 
creased net earnings by $481,854 or the 
equivalent of % of 1% on both classes of 
stock. If road were to continue to gain at 
same rate during remainder of yr. it would 
earn 11% on its stock as against 8% earned 
last yr., including compulsory sinking fund 
charge of 50,000 yearly. (See Norfolk 
& W.) 

Pittsburgh Coal.—*This Co. is by far 
the largest individual producer of bituminous 
coal in the U. S. The sale of 7,000 acres of 
Co.’s coal lands in. June 1911 has relieved con- 
ditions. Co. was strong in property, but not 
so rich in earning power in proportion to 
capitalization. First mortgage 5% bonds to 
amount of $8,600,000 have been canceled from 
proceeds of this sale. Lands of unmined coal 
on Jan. 1, 1912, amounted to 198,583 acres. 
This ‘year ‘interest charges are reduced 
$400,000, a sum equal to about 1.5% on the 
pref. stock. Added to net earnings of 5.14% 
on pref. for 1911, earning power is much 
strengthened. The accrued dividends on pref. 
up to Mar. 1, 1912, amounted to approximately 
30%. or $10,200,000, while undivided earnings 
are $8,481,540. 

Railway Steel Spring.—*Co. is now op- 
erating at about 85% of full capacity. Co. has 
shared generously in the equipment branch, 
and it is understood has received several large 
orders within last mo. In 1911 Co.’s gross 
earnings were $6,160,496, a decrease of nearly 
$3,900,000 from previous yr. Balance for divi- 
dend was $984,787, and of this 0.29% on the 
com, ‘stock .was left after pref. dividends of 
7% had been paid. The com. stock balance 
compared with $811,078, or about 6% on the 
common in 1910. The plants are now at a high 
standard of efficiency. Earnings during pres- 
ent yr., if improvement keeps up, should make 
a better showing than in 1911. 

Reading.—*Statement of earnings for 
Mar. is most remarkable when contrasted with 
same mo. a yr. ago. Allowing for all charges 
and pref. dividends, com. share balance was 
$1,466,652, equivalent to 2% on $70,000,000 
com, stock. —tPresent prospects are that 1912 
yr., which ends June 30 next, will be the most 
successful Reading ever experienced. Sur- 
plus available for dividends in first three quar- 
ters of yr. was $7,988,456 against $5,652,715 in 
corresponding 9 mos. of yr. ago. This surplus 
is equivalent to little over 8% on Reading's 
$70,000,000 common stock after allowing for 
9 mos. dividend on first and second pref.— 
*In event that Co. distributed its coal land 
holdings in stock of a separate Co. or organ- 
ized a coal sales Co. and gave its stock away, 
Balt. & Ohio and Lake Shore would become 
large holders of such stocks. 


_ Republic Iron & Steel—*Co. in estab- 
lishing new high records in production, indi- 
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cates that showing in current quarter will be 
much more favorable than in first quarter. In 
net working assets, Co. is in a stronger posi- 
tion today t at any time since organization ; 
and its mills, furnaces and other properties are 
in best physical condition. Working assets 
are about $13,000,000 or $4,500,000 less than 
entire funded debt. Co. since organization has 
spent $21,000,000 for new construction, and ca- 
pacity has been more than doubled. 


Rock Island—*The operating Co. will 
declare a dividend of 144% early in June, 
making 434% for fiscal year, comparing with 
1%4% in the fourth quarter of fiscal yr. ended 
June 30, 1911, and 5%% for that yr. This 
yr.’s dividends at 434% require $3,556,572. Of 
this 95.2% or $3,385,857 will to the holding 
Co., which combined need $3,350,000 to meet 
charges and taxes. If the railway Cos. bal- 
ance for dividends for fiscal yr., 1912, should 
be only $1,900,000 less than in 1911, the neces- 
sary 434% will have been earned. On first 
day of April with an allowance for $500,000 
increase in railway Co.’s charges, the balance 
for dividends was almost exactly $2,800,000 
behind last yr.’s record. Thus a gain of 
$900,000 is necessary. 

Seaboard Air Line.—*Payment of 4% on 
$23,894,100 pref. would take $955,764 a yr. 
In past two yrs. this dividend could havé been 
paid out of surpluses of $1,829,000 and 
$1,895,000. Profit and loss surplus at the end 
of last yr. amounted to $4,000,000, which shows 
that little fat has yet been accumulated. Al- 
though net corporate income shows a loss of 
$400,000 so far this yr., the surplus after charg- 
ing off discount will be $1,300,000. This means 
that interest on income bonds will be earned 
more than twice over. 


Southern Pacific—(See Harriman Lines.) 


St. Louis & San Francisco.—*Co. has 
called for payment June 1 of $8,000,000 3-yr. 
5% notes due Mar. 1, 1913. The purchase of 
6,000 freight cars was authorized, practically 
all coal cars. It is understood that no securi- 
ties will be issued against this new equipment, 
but will be paid for out of treasury funds. 
Speyer & Co. have purchased St. Louis & San 
Fran., and resold to Paris bankers, 15,000,000 
francs ($3,000,000) general lien 15-20 year 5% 
gold bonds due 1929. This makes over 100,- 
000,000 francs sold in Paris. The proceeds to 
be used for improvement and take up equip- 
ment notes. The amount outstanding is now 
$64,994,000. For 9 mos. of current fiscal 
period, Co. earned $558,710 less gross, but only 
$397,512 less net. This furnishes strong testi 
mony of present efficiency of operating depart- 
ment. 

St. Louis Southwestern.—*Co. now pays 
4% on the pref. Directors meet to take action 
in June. It is not believed that question of re 
establishing dividend on a 5% basis will be 
seriously discussed until the regular meeting 
in Dec. Pres. Britton states that given a fair 
volume of business in next two mos., Co. will 
close fiscal year ending June 30 next with sur 
plus equal to 5% on both pref. and common 
stocks. 
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Southern Railway.—}Business along lines 
of road continues to show distinct upward 
trend, and according to preliminary returns 
Mar. statement of earnings will show gain 
in gross of $160,000 or nearly 4%.—*This is 
the third successive year during which there 
has been no increase in fixed charges; and a 
remarkably steady gain in gross business 
which has continued every month since Nov., 
1908, with exception of Jan., 1912. 


Texas & Pacific.—*Total operating rev- 
enue for Feb. shows $1,371,944, increase $212,- 
532; Feb. operating income after expenses and 
taxes $110,387, increase $25,693. 8 mos. oper- 
ating revenue $12,042,254, increase $615,050; 8 
mos. operating income after expenses and 


taxes $3,012,393, increase $399,171 


Third Ave.—*Co. applied to Pub. Serv. 
Com. for permission to acquire practically en- 
tire outstanding stock of all its subsidiary Cos. 
which are now not in its own possession. To 
pay for these securities, Co. requests permis- 
sion to issue and sell at not less than 80%, as 
many as may be necessary of its first refunding 
fifty-year 4% gold bonds reserved under a 
provision of the refunding mortgage. 


Union Pacific—(See Harriman Lines.) 


U.. S. Realty.—Pres. Kinnear, of U. S. 
Realty Co. states: “The Kansas City Railway 
Terminal Co. began active operations about 
two years ago to construct a terminal to ac- 
commodate 12 of the largest western systems, 
Atch., U. P., Great Western, Wabash, Miss. 
Pac., St. Paul, Bur., Kan. City Sou, Miss. 
Kans. & Texas, Rock Isl., Alton, and ’Frisco. 
Each Co. owns 1,000 shares of Co.’s $1,200,000 
capital stock, and consequently each has an 
ston voice in its control. A bond issue of 

000,000 was authorized of which $10,000,- 
000 was required for real estate alone. The 
entire enterprise will require expenditure of 
about $40,000,000 to complete. The entrances 
will require construction of between 35 and 40 
viaducts and subways.” 


U. S. Rubber—*U. S. R. and its subsid- 
iaries made the best showing in fiscal year 
ended Mar. 31 made since Rubber Goods 
Manuf. was acquired, with exception of 1910. 
The report does not show full operations of 
Rubber Goods, Canadian Consol. Rubber, or 
the General Rubber Cos., Pres. Colt states, 
Undivided earnings of those Cos. applicable to 
stock interests of U. S. Rubber were $1,335,- 
024 which added to surplus for dividends of 
$5,376,306 made total earnings of Co. for year 
$6,711,331. This figures out 16.78% for the 
first pref., 35.11% for second pref. and 11.64% 
for the common stock. On same basis actual 
earnings for fiscal year ended Mar. 31, 1911, 
were 14.15% on the first, 24.61% on the second 
pref., and 7.45% on the common. U. S. Rubber 
is now carrying a considerable floating debt 
of $8,000,000 represented by bank loans, ne- 
cessitated by continual growth of the business. 
In four years, Co. has increased outstanding 
capital by but $4,000,000, and gross sales have 
increased fully $25,000,000. It is clear that 
Col. Colt’s frank statement that new financing 
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should be arranged for in the near future, is 
founded upon legitimate grounds. 


U. S. Steel—*The Steel Corp. reports 
unfilled orders on hand Apr. 30, 1912, at 5,664,- 
885 tons an increase of 360,044 tons. This 
compares with 5,304,841 tons on Mar. 31, 1912, 
and 3,218,704 tons on Apr. 30, 1911. Corp. is 
running in excess of April orders and better 
than shipments. This means orders are being 
taken close to 45,000 tons per day. At this 
rate the mo. of May should show an increase 
in unfilled tonnage of about that of April over 
March. The report for the quarter -ended 
Mar. 31, 1912, shows total net earnings of $17,- 
826,973 after deducting all expenses incident 
to operation, including those for ordinary re- 
pairs and maintenance of plants, and interest 
on bonds and fixed charges of subsidiary Cos. 
A banker in intimate touch with steel affairs 
says: “It is the confident opinion of the Steel 
management, that earnings turned the corner 
in Feb. The Co. is selling its products on a 
rising market and that means a steady expan- 
sion in monthly net earnings. Prices are up 


$3.50 per ton.” 


Wabash.—*Wabash receivers let con- 
tracts for $5,000,000 new equipment and grad- 
ing, of $10,000,000 available from receivers’ 
certificates, $3,500,000 goes for equipment, $2,- 
500,000 for double tracking, $3,000,000 for liqui- 
dating back debts, and $1,000,000 for miscel- 
laneous expenditures. April showed gross de- 
crease of $221, In March decrease was 
$120,000, and in Feb. $60,000. Gross revenues 
for first ten mos. of current year are, however, 
$1,300,000 behind those of same period of 1911, 
net results for same period are expected to 
show a falling off of more than $1,500,000. 


Western Maryland.—*For the 9 mos. to 
Mar. 31, estimated fixed charges and rentals 
on last year’s basis and including 3 mos. inter- 
est -on the $8,000,000 5% notes sold Jan. 1, 
amount to about $1,620,000, while availabie in- 
come with which to meet these charges was 
$2,050,000. The surplus for the 9 mos. was 
therefore $430,000 or $30,000 in excess of full 
fiscal year’s 4% dividend requirements on the 


$10,000,000 pref. 


Western Union.—*Co. will deposit $8,- 
560,000 to meet principal, premium and ac- 
crued interest of its $8,000,000 convertible 4% 
bond issue. The Co. will, after taking up 
these, have a funded debt of about $32,500,000 
with interest charges of $1,415,000. For Ist 
quarter to Mar. 31 last, gross earnings is 
understood to have increased 16% over same 
period of 1911. This holds out the promise of 
gross $40,000,000 for fiscal year to June 30 
next.—The new arrangement between West- 
ern Union and Marconi Wireless is purely a 
traffic agreement. It does not involve invest- 
ment of a dollar by W. U. in Marconi securi 
ties. As a traffic agreement it possesses con- 
siderable importance through immediate devel- 
opment of a Marconi wireless system across 
the Pacific to Hawaii, China, Japan and the 
Philippines. W. U. has no cables in Pacific 
ocean. The Mackay €os. through Postal Tel. 


Co, has in the Pacific finest cable system link 

















ing U. S. with the Orient. Through exclusive 
traffic agreement with Marconi, W. U. can 
thus meet its rival in the Pacific. Now all 
such messages will be routed direct over W. U. 
wires immediately at the wireless stations, just 
as if they were ocean cable messages. 


Westinghouse.—*An. report of Westing- 
house Electric for year ending with March, to 
be issued about first week of June, will show 
about 6% earned on the $36,694,588 common 
stock. This compares with 12.34% on the 
same amount in 1911 and 7.57% on $36,721,087 
stock in 1910. This is, of course, after regular 
7% dividend on the $4,000,000 pref. Oper- 
ations of Co. have been increased considerably 
in past few weeks, and are now at about 70% 
of capacity. Stockholders of W. Air Brake 
approved increase in stock from $14,000,000 to 
$20,000,000. At a meeting of directors a stock 
dividend of 3344% was declared, payable July 
10. Books close June 29 and reopen July 10. 
April was the best of any month in the last 3 
years. Plants ate operating at about 80% of 
capacity. 
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Wheeling & Lake Erie—*Co. is demon- 
strating what a railroad property in a good 
traffic producing territory can do given proper 
management. Mar. gross re increased 
35%, and net increased 91%. In 9 mos, of 
this fiscal year thus far reported, gross in- 
creased $573,800, or 11%, and net increased 
$549,970 or more than 52%. Co. is now earn- 
ing a substantial margin above interest re- 
quirements ; in fact, a full year’s charges: were 
more than earned in the 8 mos. to end of 
March. The next an. report will probably 
show surplus above interest requirements, of 
at least $600,000. However, Wheeling con- 
tinues to be run by a receiver, and as far as 
can be learned, no steps have yet been taken 
towards having receiver discharged. There 
are but few railroad men more capable in 
management of a railroad property than B. A. 
Worthington, the receiver. What should more 
concern Wheeling security holders is how Co. 
will raise much needed new money. Financial 
requirements amount to fully $25,000,000. 





Mining Stocks 


This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Amalgamated-Anaconda.—*Every Ib. of 
Amal. Copper that can be produced the 
first half of this calendar yr. up to July 
1 has already been sold. With copper at 
above 15c., Amal. is earning above $10 per 
share per an. The 2 properties and treas- 
uries were never in such position as today. 
Anaconda alone has above $20,000,000 cash 
in its treasury, and Amal. cash assets in- 
cluding proportion in sub-cos. net much 
more.—*John D. Ryan made statement in 
Butte, that bankers had agreed to spend 
$12,000,000 in Montana. This amount. will 
include $2,500,000 expenditure by Anaconda 
Co., but the bulk will find its way into 
proposed St. Paul R. R. extension.—*Ana- 
conda is today the big asset behind Amal., 
the latter owning 3,185,802 shares of Ana- 
conda, being 73%% of total outstanding 
stock.—*Amal. Co.’s fiscal yr. closed Apr. 
30. Directors have been considering, for 
last 6 mos., plan for dissolution of Co. In 
view of fact that there is no longer any 
practical use for Amal., as it for the most 
part. collects dividends from Anaconda and 
distributes same to its own stockholders. 
Amal. has the stock of the U. Metal Selling 
Co. in its treasury. The Metals Selling Co. 
owns a 40% interest in stock of Inter. 
Smelting & Ref. Co. 

Chino.—*From commencement of opera- 
tions up to end of Dec., 1911, Chino pro- 
duced 986,375 Ibs. of copper, which was 
sold at average of 13.3c., from which was 





realized $131,232. Cost of production was 
below 10c., which made net income for 
period $118, 473. Balance to credit of profit 
and loss at end of yr. was $283 An 8c. 
cost was attained in Jan., and Feb. indicated 
a cost of about 7%c. Total ore developed 
is 54.980,646 tons, averaging 2.24% copper. 


Goldfield Consolidated—jFor past 5 
mos., Dec. to Apr. inclusive, Co. has failed 
to meet dividend requirements at present 
$2 rate by $557,000, that is, dividends called 
for $2,915,000, and net earnings have only 
been $2,338,000. This reduction has been 
due to lower tenor of ore treated, and 
Directors at next meeting for dividend may 
declare only the regular 30c., leaving off 
the extra 20c. The regular payment of 30c. 
quarterly calls for monthly net earnings of 
$350,000. It is believed Co. can meet such 
requirement for a long time to come, with 
possibly an occasional “extra.” 


Inspiration Consol.—} Production, when 
the 7,500-ton mill is in operation, should 
amount to 75,000,000 Ibs. per an., being an 
increase of 10,000,000 Ibs. over former esti- 
mates. Co.’s engineers believe that cost, 
when operating under normal condition, 
will not exceed 8c. per Ib. Co. has out- 
standing 965,025 shares, allowing for con- 
version of all issued bonds, which would 
indicate $5.43 per share at 15c. copper, and 
$6.22 at l6c. copper. These figures rep- 
resent highest proportion of earnings to 
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market quofation of any of low-grade 
porphyry mines, being approximately 28% 
and 32% on present selling price of the 
stock, around $19.25 per share. 


La Rose Con.—*Co. reports for fiscal yr. 
ended Dec. 31, production of silver during 
yr. amounted -to 3,691,797 ozs. the net 
value of which was $1,810,470. The cost 
of production was 19.20c. per oz., and aver- 
age selling price 53.55c. The ore reserves 
Dec. 31, 1911, amounted to 4,250,861 ozs. of 
estimated value of $1,643,938. The com- 
bined surplus of operating, and holding 
Cos., at end of yr., amounted to $1,551,421, 
after payment of dividends of $599,451. 


Mines Co. of America.—jReport for yr. 
ending Dec. 31, 1911, has been issued. Dur- 
ing yr. the subsidiary Cos. made net prof- 
its of $834,064; surplus and reserve as of 
Dec. 31, 1910, amounted to $2,419,632; mak- 
ing total $3,253,696. Dividends and depre- 
ciation amounted to $1,054,714. Balance 
sheet shows profit for 1911 of $685,336. 
Surplus Dec. 31, 1910, was $159,651, making 
total $844,987. Deducting dividends paid 
and declared $798,916, leaves profit and loss 
surplus $46,070. Dec. 31, 1911, gross value 
of reserves at Co.’s 4 properties, amounted 
to $5,056,882.—tIn view of unsettled condi- 
tions, it is considered advisable to defer 
payment of the Apr. dividend. 


Miami.—*The report for yr. ended Dec. 
31 shows: Sale of 14,970,557 Ibs, copper at 
13.03c., $1,950,669; other income $33,273; 
total income $1,983,942; total expenses $1,- 
362,819; balance $587,850; interest on loans 
and’ on bonds, $98,246; surplus $489,603. 


Nipissing. —j}During Apr. production 
amounted to 380,937 ozs., valued at $225,- 
145. Shipped ore valued at $220,683. 
Production for mo. compares with that of 
386,978 ozs. in Mar., and 385,666 ozs. in Feb. 


Ray Consolidated.—jHas issued annual 
report for 1911. From Apr., 1911, when 
production was commenced, until end of 
the yr., Co. put out 14,935,447 Ibs. copper, 
which it sold for 13c., and made a profit 
of $147,545. The cost of production was 
10%c. For Mar. the cost was about 9%c. 
The ore shipped to end of yr., 681,000 tons. 
averaged 1.83% copper. The average grade 
of the 77,314,470 tons developed is 2.17%. 
Ray is an underground mine. To prepare 
any property to furnish 8,000 tons from 
underground operations is a stupendous 
undertaking, as anyone familiar with min- 
ing can appreciate. 
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Tonopah-Belmont—j{During yr. ending 
Feb. 29, 1912, Co. showed net profits of 
$1,802,080, compared with $1,502,381 for pre- 
vious yr. There was disbursed in dividends 
$1,500,000. Balance net income available 
for payment of dividends $1,487,948. 


Utah Copper-Nevada Con.—jAnalysis of 
Utah Copper report for yr. ending Dec. 31, 
1911, shows production 93,514,419 Ibs., .and 
net profits $6,237,928, including income from 
Nevada Con., the largest ever shown by 
Co. Cost of producing, 7.865c. per Ib., was 
lowest ever reached by Co. During yr. 
100,000 tons of ore were added to reserves, 
bringing total 301,500,000 tons fully and 
partially developed ore of average grade of 
1.532%. Increase of 100,000,000 tons has 
added 14 yrs. life, bringing total life of mine 
up to 40 yrs—tReport of Nevada for 15 
mos., from Oct. 1, 1910, to Dec. 31, 1911, 
shows: Net profit $4,336,216 and dividends 
paid $3,746,894. Net production was 78,- 
541,270 lbs., at cost of 6.97c,, after including 
all possible expenses and depreciation 
charges, which compares with 7.05c. for 
fiscal yr. ending Sept. 30, 1910. The ore 
milled averaged 1.8% copper.—fFirst quar- 
ter of 1912 Nevada Con. shows: Net prof- 
its $1,233,767. Production 17,578,450 Ibs., 
which indicates rate of 70,000,000 Ibs. per 
an., against 63,000,000 Ibs. for 2 preceding 
yrs. Earnings after allowing for deprecia- 
tions and ore extinguishment leaves $962,- 
243 net available for dividends, or at rate 
of $1.92 per an., nearly 50c. in excess of 
requirement.—*Utah owns 1,000,500 shares 
Nevada of the 2,000,000 shares issued; car- 
ried on Utah’s books at $4,453,007, or $4.50 
per share, against present market valuation 
of $21.50. This represents an asset of $15,- 
000,000 which is not shown at all in Utah 
Co.’s balance sheet. 


COPPER NOTES. 


The Copper Prod. Asso.—*Apr. state- 
ment shows an increase during mo. in ac- 
cumulation in this country of 2,698,472 Ibs. 
—tWe understand from authoritative 
source that in this statement there was in- 
cluded an item of 5,000,000 Ibs., which had 
been sold for European account that mo., 
but could not be delivered owing to steve- 
dores’ strike at Baltimore. These stocks 
were included in surplus as of May 1. This 
is of great importance, and indicates that 
instead of an increase, in reality there was 
a decrease of about 2,500,000 Ibs. These 
figures should be reflected in May state- 
ment. 















































Harriman’s Trading Principle 
Ww STREET looks upon the career of the late E. H. Harriman as 


that of a railroad builder and financier. It overlooks the fact that 

he was one of the greatest speculators the financial district has ever 
seen. In one stock market deal—made at the time Union Pacific declared its 
first dividend at the rate of 10 per cent—Harriman cleaned up $15,000,000. 

What his additional speculative profits in Union Pacific were has never 
been published and probably never will be. How much Union Pacific he 
bought at a few dollars per share, sold above par, rebought at 90, pyramided 
at 135, sold out at 185, took back at 120 and resold above 200, may be left 
to the imagination. But is is safe to say that his speculative profits ran 
well into nine figures during the last ten years of his meteoric career. 

Years ago, Harriman was an office boy in a stock brokerage office ; so he 
knew the game from the ground up. Rising from one position to another, 
he eventually went into business for himself and accumulated money 
enough to buy a seat on the New York Stock Exchange, where he did a reg- 
ular floor brokerage business. He was also a very shrewd trader on his own 
account. 

As the scope of his operations widened and he became the leading 
spirit in great railroad operations, his original training stood him in good 
stead. He knew how to buy, how to mark up a stock after he had bought 
it, and, what is most important, how to take profits. 

On a certain occasion during one of the later years of his life, while in con- 
versation with a gentleman to whom he imparted invaluable bits of information, 
Mr. Harriman said: “If you want to know the secret of making money in the 
stock market, it is this: Kill your losses. Never \et a stock run against you 
more than three-eighths to a point; but if it goes your way, let it run and 
move your stop up behind so that it will have room to fluctuate.” 

There is the answer to those Wall street writers who have never been able to 
see the advantage of using stop orders—a principle for which this magazine has 
iabored for many years. 

Our advocacy of the stop order dates back to the time when we kept the 
books in brokerage offices, these books being examples of the necessity for cut- 
ting losses. Thousands of trades were therein recorded, with the five and ten- 
point losses outnumbering the five and ten-point profits by fifty to one. Harri- 
man’s vital speculative principle was probably founded on his experience, gained 
on the ledger of a brokerage house. 

What higher authority on stock speculation could we have than E. H. 
Harriman? 

Admitting that the market will sometimes recede to your stop order point, 
and after kicking you out of your trade, recover so that you would have had a 
profit, is this an argument against stop orders? You might just as well curse 
your luck for having paid a life insurance premium, when, after thirty days, 
you find yourself alive! 

Show us the man who for the past five years has traded on intrinsic value 
and fundamental conditions, putting up fifty per cent. margin, and we will show 
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you one who has either lost his capital or been tied up with a loss of twenty to 
forty points at least once or twice during that period. 

This principle of Harriman’s proves another thing: That the “old man” 
must have been, at least in his earlier days, something of a tape reader, or he 
never could have “picked them” close enough to use a three-eighths stop order. 
He said: “Never stand a loss of more than one point.” No other method but 
Tape Reading will enable a trader to operate with such short stops. Trading 
op information, statistics, intrinsic values, etc., he would not have a chance of 
coming out even. It would be largely guess work, and stock market guesses 
result in net loss. 

The question to be decided by everyone who reads this is: Do you wish 
to follow the example of one of the world’s great speculators and cut your losses 
short, or do you wish to place yourself in the position advised by those who 
oppose stop orders, and thereby run the risk of a twenty, thirty or forty-point 









loss ? 


Notes on Office Trading 


IiI—Market Study from the Office-Trader’s Standpoint. 


E are constantly hearing that the 
W market is not the same as it 
used to be. In only one sense 
is that true, so far as I can see. The 
improvement in trading facilities has 
become very marked. As long ago as 
I can remember, there were office 
traders—a few of them—but they 
worked under difficulties which none 
but the older of us could imagine now. 
The market has become so large a 
proposition, and is the resultant of the 
action of so many minds, that it may 
be studied as an organism by the 
proper use of the price and volume 
material that is accessible to every of- 
fice trader. I am convinced that it 
would pay a good many traders who 
are now floundering aimlessly around, 
to stop trading altogether and undergo 
a course of study. I had to do it my- 
self! And it is well worth while, in 
view of the possibilities open to the 
properly equipped trader. 

In my opinion every trader should 
spend several months in his broker’s 
office before he makes a single trade, 
all the time watching the market and 
recording the transactions in certain 
ways. He must also accumulate rec- 
ords of past transactions, mostly in the 


form of charts. The trader’s object is 
to know—to know positively and defi- 
nitely, not to guess—what the market 
has done for a considerable time past, 
so as to have a clear appreciation of its 
present technical position so far as he 
can detect it. Nothing is more amaz- 
ing than the ignorance of the majority 
of office habitués of such matters, and 
their willingness to remedy their de- 
ficiencies. 

It is to be remembered that the trader’s 
concern is with prices, and his ob- 
ject is to anticipate, if he can, which 
way prices will move next, and to de- 
tect the moment at which the process 
begins. From observation of the pres- 
ent action of the market, combined 
with knowledge of recent moves, it is 
possible for the experienced trader to 
make a plausible guess as to the prob- 
able immediate outlook. 

Beyond this, however, no one can go 
without a study of matters altogether 
aside from those affecting traders. 
Such study is likely to have a positively 
injurious affect on the trader’s judg- 
ment by causing him to regard prices 
in their relation to prospective distant 
changes, which makes him not a trader 
at all. No matter how interesting the 























study of such matters may be, it 1s a 
detriment to the trader by causing him 
to disregard, measurably, the present 
fluctuations, which are the things that 
really concern him. 

The trader needs to study the market 
in two ways simultaneously. He must 
not only observe price changes, as 
such, but must have an insight into 
what is known as the temper of the 
market. The experienced trader gradu- 
ally acquires a certain intuition, which 
gives him information of a peculiarly 
valuable kind, which is not easy to de- 
scribe in words. However he arrives 
at it, it is unquestionably the fact that 
he can feel the shadow of coming 
events before they are manifested on 
the tape. He is one of a large number 
of men who are watching the market 
with the intention of jumping at the 
psychological moment. His success 
will depend upon his ability to jump 
first. In a sense such feelings are the 
result of that kind of accumulated 
memory which we call experience. 

The other way of regarding the mar- 
ket is derived from study of its past 
action, in recorded shape—charts. The 
idea is that hundreds of people are con- 
stantly watching the market, and as 
soon as a particular position arises they 
will expect it to work out in a particu- 
lar way. The activity of all these 
people temporarily defeats its own ob- 
ject. Their efforts create what is 
known as the technical position, and 
that is the object of the trader’s special 
attention. 

The experienced trader has a general 
knowledge of these points in his mind 
all the time, but constantly needs some- 
thing more comprehensive and accu- 
rate than a mere impression. This is 
why he should keep records, preferably 
in the form of charts. Such charts and 
other records do not cramp his judg- 
ment so long as he accustoms himself 
from the start only to use them as aids 
and not as substitutes for judgment. 
He will find abundant necessity to 
check these indications by considering 
things which cannot be made matters 
of formal or methodical record. 

Undoubtedly the skilful trader de- 
pends more upon his judgment than 
anything else in making his commit- 
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But his judgment is, in fact, 
largely the accumulated remembrance 
of matters which he either has tabu- 
lated or would be better off if he had. 
Occasions are constantly arising when 


ments. 


saved money if he 
could refer to an appropriate and 
comprehensive record. Almost any 
method of trading which the be- 
ginner can evolve is likely to be the 
result of some form of chart study. 
He will necessarily have to depend 
largely upon his records to guide his 
operations, and they will deceive him, 
frequently. That is unavoidable. As 
his experience increases he will be able, 
more and more, to check his records 
by his observation of the action of the 
market, and so find himself acquiring 
practical market judgment. As a mat- 
ter of fact, almost all traders who make 
money become specialists in diagnos- 
ing certain features of market action, 
and they base their trades upon the 
conclusions derived from such features. 

Probably no one is less able to rec- 
ognize a thing by sight than is the be- 
ginner visiting a broker’s office for the 
first time able to tell what is happening 
as he sees the prices being put up on 
the board. Reading the market, that 

«is to say judging, from its action as 
recorded on the tape, the state of trad- 
ing feeling and the existing technical 
position, is a matter requiring long 
practical training and continuous work. 
The trader who desires to succeed 
must learn to recognize the character- 
istics of the market in action—whether 
strong or weak, broad or narrow, 
steady or nervous, active or dull, etc., 
and when a particular movement stops, 
to judge whether it is a culmination or 
simply a waiting place. 

The trader must train himself into 
a kind of double personality. In form- 
ing his judgments and making his de- 
cisions he must employ to the utmost 
all the intellectual powers which he 
possesses. Having reached a decision, 
however, and given his order, he 
straightway should become more or 
less of a machine and conduct the tech- 
nical details appertaining to the trade 
without any emotions whatever. 

It is also necessary to understand 

what may be called the typical action 


he would be 
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of the market. A good part of the time 
it is in what may be called a “trading 
position,” That is to say, it is swing- 
ing up and down within certain more 
or less narrow limits, during which 
stocks are being accumulated or dis- 
tributed. When circumstances war- 
rant, it makes a longer move, up or 
down, to a new range of prices. The 
trader has to be constantly trying to 
detect signs of the imminence of these 
moves, in the meantime “milking” the 
market for incidental profits. These in- 
cidental profits form a large part of 
his whole results. 

Take Union Pacific, for example. 
In 1911 there were 26 minor swings 
and 14 periods exceeding a week each, 
during which it did not exceed a range 
of about 3 points. These 14 trading 
periods occupied 175 market days. 

How long it should take a beginner 
to be able to recognize the significant 
features of market action to an extent 
warranting him in making a commit- 
ment it is impossible to say. In any 
case several months should be allowed, 
because in a shorter time not all of the 
principal varieties of action will have 
been shown often enough to be recog- 
nized. Nor will he have acquired the 
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extent. It would hardly be feasible to 
wait until the market had gone through 
a complete cycle, and hardly necessary, 
for the reason that the minor move- 
ments greatly resemble the major ones 
in all but extent. When considerable 
experience has been gained it will be 
found that even normal rallies and re- 
actions follow the same course, only 
on a much diminished scale, and fre- 
quently only in a few stocks at a time. 
But the underlying principles of mar- 
ket movements seem to be always the 
same. 

An important difficulty which the 
trader must overcome is to observe the 
proper connection between recorded 
data, such as charts, and the thing re- 
corded. A chart can show, for ex- 
ample, a three days’ rise, and it can 
show how the rise was accomplished 
in regard to the amount of stock, etc., 
but it cannot show the temper of the 
market at the time. The experienced 
trader, seeing a stock rise, can to some 
extent tell whether it is being “marked 
up” or whether it rises as a result of 
urgent actual buying. Such points, 
and there are many of them, can only 
be observed and interpreted with any 
degree of confidence by the trader of 


habit of concentration to a sufficient « considerable experience. 
(To be continued.) 





Cotton Prices and Prospects 


By HUGH F. McELROY 


ROVIDENCE is always merciful in 
P withholding from mortals the true 
nature of their ills. Cotton plant- 

ers have had strong reason this season 
to be thankful for such a_ wise 
provision, for, if the world had 
known that a crop of over 16 million 
bales was in the making, the pressure to 
sell ahead would have driven prices to a 
panic basis. Mills would have sold their 


output ahead for a year or more, wher- 
ever they could find buyers, almost re- 
gardless of price; wholesale merchants 
and jobbers would have cut, under one 





another to fill up the needs of their own 
clients, as well as of their rivals’ cus- 
tomers, for yarns and cloth; cotton mer- 
chants and exporters would have been 
equally anxious sellers of the raw ma- 
terial long before it was ready for mar- 
ket, but obviously would have been un- 
able to find buyers, as managers of mills 
would not come into the market with the 
foreknowledge of a sure surplus of 2! 
million bales. 

In the absence of cotton exchanges— 
which furnish the common meeting 
ground of all the elements.interested in 
































COTTON PRICES 





cotton values—the only buyers under 
such conditions would be consumers, and 
the ‘average price received for the crop 
when ready for market would be the bot- 
tom price. This may seem a joke on a 
very serious subject, but it is not far from 
the truth, as any one can testify, who has 
ever attended the auction of a big proper- 
ty with an upset price fixed upon it. In 
ninety-nine cases out of a hundred, the 
selling price is the “upset” or minimum. 

Barring the vast holdings of the Steel 
Corporation, there is no property equal 
to a billion dollar cotton crop, and once 
auctioned off, there is always another 
ready within a twelvemonth. Unfortu- 
nately for the cotton planter, there can be 
no fixed minimum for his offerings, and, 
without the facilities furnished by the ex- 
changes, a continuous auction would have 
to be held for months, with all the advan- 
tage in the hands of the buyers, who, 
when a sure big surplus is available, 
would naturally be in no haste to lighten 
the planter’s load. 

Few people realize the many interests 
and industries which make use of the 
Cotton Exchange in their every day 
workings. Buying and selling across the 
ring is to the average citizen as incom- 
prehensible as the ticking of a hundred 
telegraph instruments to the untrained 
ear. But even the most complicated prob- 
lem can be reduced to a form simple 
enough to be grasped by the ordinary 
mind. 

It was my good fortune to have an op- 
portunity once to demonstrate the world- 
wide workings of the Cotton Exchange 
in the simplest manner possible. One of 
my friends from Osaka, Japan, on his 
annual visit to New York, received on 
the floor of the New York Cotton Ex- 
change an order from his mill to buy 500 
May, as a hedge against an equivalent 
amount of goods, which had been sold to 
China and Korea for delivery six months 
later. 

At the same instant, I was handed a ca- 
ble from a cotton importing firm of Brem- 
en, Germany, to sell 500 May against 
a lot of spot cotton, which they had just 
sold on call to a spinner in Bavaria for 
forward delivery. At that time “11.62 
was bid for May, and it was offered for 
sale at 11.63. I reported these figures to 
my Japanese client at my. elbow, and he 
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agreed to buy 200 May at 11.62 arid 300 
at 11.63, upon which | immediately 
cabled to Bremen the sale of the 200 May 
at 11.62 and 300’at 11.63, in execution ‘of 
their order, while he cabled to Osaka the 
purchase at the same prices. 

Here, therefore, was an instance where 
different and distinct interests, separated 
almost by the circumference of the globe, 
were enabled to trade together on the 
New York Cotton Exchange at almost a 
fixed price without any haggling or de- 
lay, such as inevitably attends ordinary 
transactions of like importance. The 
goods buyer in China or Korea, the Jap- 
anese mill in Osaka, the cotton importer 
in Bremen, and the German spinner in 
the mountains of Bavaria, were all placed 
in a position to make contracts six months 
ahead, with absolute assurance against 
any loss which might come from a varia- 
tion in price of the raw material during 
that long period. 

No doubt any number of such cases 
could be cited from the experience of 
commission houses, and the average run 
of daily business varies only in the -fact 
that, instead of one house, 250 different 
firms divide the orders received from 
every quarter of the globe, and execute 
them by the purchases and sales on the 
floor of the Cotton Exchange. 

One of the greatest benefits furnished 
by the exchanges was that supplied last 
year, when farmers throughout the At- 
lantic States, with an unprecedented 
yield before their eyes, were enabled to 
sell their entire crops, for fall delivery, in 
June and July, at 13 cents and over, in 
fact, as high as 1334 cents. Even as late 
as September they got over 11% cents 
for delivery on October, November and 
December contracts in New York. Most 
of the cotton thus sold against was never 
delivered here, but only for one reason, 
viz., that exporters were willing to pay 
relatively higher prices for the cotton as 
it came out of the fields, since they were 
able to make their own selections and 
therefore could afford to pay a better 
figure on the spot, and get exactly what 
they needed for their contracts. 

As will be remembered, by the time the 
crop was ready for market in October and 
November, the size of the yield began to 
make itself apparent, and prices declined 
below 10 cents ; but this made no differ- 
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ence to the planter who had sold futures 
ahead, as he could afford to let his cotton 
go at 10 cents to the local Southern buyer 
and buy in his future hedges at a profit 
of 3 cents or more, so that the net result 
to him was fully 13 cents per pound. 

The greatest nroblem which the farmer 
now has to face is that of marketing his 
product, and Mr. C. S. Barrett, the en- 
ergetic head of the Farmers’ Union, 
brings out this feature in a forceful fash- 
ion in a letter recently addressed to the 
different State organizations. He tells 
them—in words plain and to the point, 
and which admit of no dispute—that the 
smallest industrial or mercantile estab- 
lishment gives its greatest attention to 
the selling end of the business. (I may 
be permitted here to quote an old saying 
which he does not use, that “any fool can 
buy something, but it takes a mighty good 
man to sell it for what it is really 
worth.”’) 

If the farmers, through their organiza- 
tion, will really undertake to market their 
crops scientifically, a new era will be 
opened in the Kingdom of Cotton. Spec- 
ulation would then be welcome on the ex- 
changes, for nothing would be more to 
the liking of the farmers’ organization 
than high prices during the summer, 
when supplies of old cotton may be scant, 
since it would fiurnish an opportunity to 
sell ahead at good prices against part or 
all of the growing crop. 

If farmers were only educated to the 
advantages of the future markets as the 
spinners have become,-they would be 
eager to make use of them throughout 
the long growing season, by selling their 
cotton ahead at advantageous times and 
prices, for delivery when gathered. 
Nothing could be more ideal than the po- 
sition of a farmer, with the size of his 
yield reasonably assured, and his sales 
made ahead at prices which make certain 
a profit on his labor and investment, in- 
stead of waiting for his crop to be gath- 
ered, and then being forced to make a 
choice of selling it in the early fall— 
when everybody else is pressing cotton 
for sale—or carrying it, with an unavoid- 
able expense, until later in the season, in 
the doubtful hope of getting better prices 
ultimately. 

Providence again seems to be on the 
side of the farmer, although the late 
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spring, extensive overflows and contin- 
uous rains, which have kept the start of 
the new crop so backward, may not be 
looked upon by him as a blessing. With 
all due sympathy, however, for the indi- 
vidual sufferers from the pranks of na- 
ture, it must be admitted that the han- 
dicap imposed on the new crop has been 
of distinct benefit to the owners and pro- 
ducers of cotton. 

While many spinners laid in substan- 
tial reserves out of the big yield of last 
year, there are still a great many who 
could not recognize the need of such a 
precaution. Just because the South had 
raised a veritable freak crop of 16 mil- 
lion bales, they jumped to the conclusion 
that the day of short supplies had dis- 
appeared forever and there would be no 
occasion for worry about their needs for 
a couple of years or more. They rea- 
soned also that the mills which had 
bought cotton for delivery well into next 
year and for several years beyond, would 
be tempted, by a favorable prospect, to 
resell such contracts; but in view of the 
very unpromising start of the crop, there 
is littlke menace to prices from that di- 
rection. 

At the same time, the truth is being 
driven home that the possible surplus 
of 2% million bales from last year rep- 
resents only a trifle over 2 months’ con- 
sumption, and it is hardly probable that 
with the most favorable outlook, any 
mill would deliberately resell such a 
small proportion of its annual needs, even 
though acquired at much lower prices. 

At the moment, the trade is disturbed 
by doubt as to whether the usual Gov- 
ernment report on acreage and condition 
will be published on June 4, as in past 
seasons, or not until the first Monday in 
July. <A bill to the latter effect was 
passed by the House of Representatives 
as far back as February 5, is now on 
the calendar of the Senate, and may be 
passed any day. 

What is disturbing the minds of spec- 
ulators most is that if the old rule should 
prevail, a Government acreage and con- 
dition report on June 4 would necessa- 
rily be very bullish, since over a very large 
area planting is far from completion, and 
owing to the frequent, not to say almost 
continuous rains, the condition must be 
very low indeed. A good many shorts 
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have already covered in fear of such a 
report, but whether the old rule or the 
new regarding crop prevails, the fact 
still remains that the new season opens 
—with the exception of Texas and Okla- 
homa—with a poorer prospect than any 
on record, barring only the disaster of 
1907. 

Even in Texas, where bountiful moist- 
ure is always a God-send, the weevil! 
must be seriously reckoned with; while 
in Louisiana, Arkansas and Mississippi 
the lateness of the crop will increase im- 
mensely the possibilities of weevil dam- 
age. I know that the two past dry sea- 
sons have caused many to consider the 
weevil as a danger that has passed, but 
they- are likely to have a rude awaken- 
ing. 

It would be rash to venture an estimate 
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of the probable yield of a crop not even 
completely planted, but it is safe to pre- 
dict that, in view of the present handi- 
caps, a crop of 14 million bales will be 
little short of a miracle. 

I do not hesitate, however, to assert, 
without fear of contradiction, that for 
many months the outcome will be neces- 
sarily in doubt, and that those who sell 
short in the belief that present prices are 
too high, will be forced many times to 
run to cover before the new crop can 
come on the market. It would be wise, 
therefore, to pay less attention to the 
growing crop—save where a reduction 
in the supply is threatened—than to the 
market for yarns and cloths, where the 
demand now at full figures, will increase 
immensely as the regeneration of China 
progresses. 
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This department is to answer miscellaneous questions in regard to the science of investment, methods 


of operating, the customs of the markets, etc. 


It is intended for the use of subscribers only. Please write 


questions briefly and, if personal reply is desired, enclose stamped and self-addressed envelope. Address 


INQUIRY DEPARTMENT. 


Hourly Cycle. 


In making a careful study of your articles 
on “Tape Reading” I came in contact with 
the following paragraph, which I cannot 
clearly grasp: 

“There is a market cycle which lasts one 
hour, etc., etc.” 

I would thank you to explain more clearly. 
I notice when the market is above its open- 
ing by 11 o’clock it generally indicates a 
strong day, and if it is below opening by 
11 o’clock, frequently indicates weak day, 
or at least no upward move.—J. 

Regarding the market cycle which lasts 
one hour, on page 108 of “Studies in 
Tape Reading,” you will find that Mr. 
Wyckoff “could not attempt to explain” 
this phenomenon, but he intended to con- 
vey that both the upward and downward 
movement very frequently run for half an 
hour each. When an upswing starts, a cer- 
tain following is secured and within the half 
hour, all those who are susceptible have put 
in their buying orders. This done, the 
market is without further lifting power, 
and, naturally, it recedes. This hourly 
cycle is nothing that you can count upon 
any more than as an indication of temporary 
strength or weakness. All these indications 
may be vitiated by new developments which 
may thrust themselves into the market at 


any moment. It is a fact that the char- 
acter of the market is often demonstrated 
in the first hour, but for the reason last 
above mentioned, this is not a safe basis to 
work upon. 


Accuracy of Reported Transactions. 

I am anxious to obtain a good basis from 
which to study the transactions on the three 
or four most active stocks. I find on compari- 
son of the tape with the transactions in the 
Evening Sun, that there is a very considerable 
difference. While the price movement as 
shown is about the same, there is a marked 
difference in the quantities. I find also that 
the Wall Street Journal transactions are far 
from agreeing with either the tape or the 
Evening Sun. It hardly seems possible that 
the source is the same in the three cases. 
Which is the most reliable guide? Is the tape 
necessarily correct?—L. H. 

The transactions at each post on the New 
York Stock Exchange are recorded by one 
reporter only, so that the.sales as sent to the 
two companies operating tickers are neces- 
sarily identical. The differences in the trans- 
actions as they are sent out are due to dif- 
ferent methods of compilation or handling. 
The continuous quotations as reported by the 
Evening Sun are usually exactly identical with 
the tape of the Gold and Stock Telegraph 
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Company. Any variations are due to clerical 
or typographical errors. In ordinary markets 
these errors are very few, but when the 
market becomes active some of them are likely 
to creep in; The Wall Street Journal transac- 
tions frequently differ from those given in the 
Sun, the difference apparently being that the 
Journal, in compiling the transactions, con- 
denses them more than the Sun. The tape is 
usually accurate, but in very active markets 
some transactions may be overlooked by the 
reporters on the floor and of course no print- 
ig appatatus is exempt from occasional slips. 


Using Privileges with the Trend Letter. 

T. M.—Our Trend Letter will enable you to 
operate successfully by means of Puts. and 
Calls in this way: When we advise you in 
The Trend Letter that an important turning 
point in the market has been reached, you can 
buy a privilege and operate against it. For 
example, when on February 26 we advised 
covering shorts and going long, you could 
have bought calls on Steel at 61, running 
thirty days, for $125 or $130. With this small 
amount risked, your profit would have been as 
much as $900, had you held until March 25, on 
which date Steel touched 70. You would also 
have been entitled to 1% per cent. dividend, 
the latter offsetting the cost of your privilege. 








Indices of Commodity Prices. 

J. W.—Gibson’s Index of the Cost of Living 
is composed of an extended list of commodi- 
ties so arranged, averaged and weighted as to 
give, as:¢closely as possible, the relative cost 
of living for the average family. The plan 
was drawn up and the original computations 
made by Professor Norton of Yale University. 

Bradstreet’s, Index consists of the prices of 
over one hundred different commodities, 
added to give the total which is used as the 
index. The list of these commodities is given 
from time to time in Bradstreet’s Weekly. 





“Howto Forecast.” 

Do you think the action of the stock market 
so far this year agrees with Frank Crowell’s 
book, “How to Forecast Business and Invest- 
ment Conditions” ?—T. M, 

We do not think that the action of the stock 
market at the present time is in any way 
contrary to the principles laid down in “How 
to Forecast Business and Investment Condi- 
tions,” by Frank Crowell. Mr. Crowell’s book 
does not attempt to predict the intermediate 
swings of the stock market, but deals only 
with broad general conditions. Such an ad- 
vance in the stock market as has occurred this 
year might happen at almost any time during 
the twenty year trade cycle without any 
special significance so far as the natural de- 
velopment of the cycle is concerned. In a 


recent conversation, Mr. Crowell stated to us 
that he saw no reason to change or modify his 
opinions as expressed in his book. 


Ticker Service—Short Sales. 
_ What is the cost of having a. ticker installed 
in one’s office, and what is the rental? When 
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stocks seem to be too high and near the end of a 
boom, and one wishes_to take an invesiment 
position on the short side, with margin of 
several hundred points on 100 shares, and 
does not wish to use a stop order, which of 
the active stocks is the best one, as a rule, to 
sell ?—L. B. 

The cost of ticker service downtown in New 
York City is $20 per month. In order to find 
out about ticker service in Richmond, inquire 
of the Western Union Telegraph Company. 
We could not undertake to answer. your 
second question in a brief letter. You will find 
this matter discussed in THE MAGAZINE OF 
Watt Street, Volume 9, page 124; Volume 8, 
page 236, and elsewhere. 

Stop Orders. 

A. H.—When placing stop orders on odd 
lots, it is best to give them to your broker in 
the regular way, as stops in the active stocks 
are generally executed exactly at the stop 
price, and the existence of these stops is 
known only to the odd lot houses. In 100 
share lots, it is sometimes best to instruct your 
broker to close at the market price when the 
stop price is reached. This is known as an 
“office stop.” Its object is to prevent the ac- 
cumulation of stops for round lots being 
known to specialists and other large opera- 
tors, who might gun for them. 


The “Line of Value.” 


H. C.—The term “Line of Value” is some- 
times used to indicate the general trend of the 
earnings on a stock as compared with the line 
or trend of prices. For example, the “Line of 
Price” might advance, while’ the “Line of 
Value.” as shown by current earnings, was 
declining. This “Line of Value” would be 
calculated by figuring the earnings from year 
to year, or month to month, which would be 
applicable upon the stock. See “Judging the 
Value of Railroad Securities” in THe Ticker 
AND INVESTMENT Digest, volume 6, page 110. 


Execution in Bethlehem Steel. 

I had an order with my broker to sell 100 
Bethlehem Steel at 35 stop. On April 13, the 
broker reported sale of the stock at 34%, say- 
ing that the stock opened that morning at 33. 
The Wall Street Journal’s report of stock ex- 
change transactions for April 13 shows Bethle- 
hem Steel’s opening sale 300 shares at 343% 
with other sales for the day 200 at 3434 and 
200 at 35. I find no sale quoted at 34%. Is 
the broker dealing honestly with me?—A. D. 

According to the complete transactions as 
reported in the Evening Sun, Bethlehem Steel 
opened April 13, 300 at 3434 and 100 at 34%, 
followed by sales at higher prices. You could 
hardly complain of this execution, as Bethle- 
hem Steel common was not very active on 
that day, and it might not be easy to execute 
a stop loss order on the exact opening price 
of 34%. Your letter states that your broker 
reported the stock as opening at 33. We as- 
sume that this is a typographical or clerical 
error. Errors are not infrequent in newspaper 
reports of transactions, 
































20-Rail Figure Chart. 

As a constant reader of your valuable maga- 
zine since its inception, permit me to ask you 
the following: How do you arrive at the 
average prices of 20-rails in order to construct 
a figure chart showing every point movement 
and what is the correct manner to set them 
down on paper in their proper formation? I 
have been greatly impressed by the possibili- 
ties of such a chart correctly drawn up.—L. M. 

You will find this matter fully discussed in 
the series of articles entitled “Studies in Stock 
Speculation” throughout Volume 6 of THE 
TICKER AND INVESTMENT Dicest. However, 
as Volume 6 is out of print, we will give you 
a brief summary in answer to your question. 

The average prices used in the 20-Rail 
Figure Chart Trend Indicator, are those pub- 
lished daily by The Wall Street Journal. They 
represent the average of the closing bid prices 
of the 20 railway stocks used in the calcula- 
tion. The names of these stocks have been 
given a number of times in this magazine. 

The figure chart is a means of condensing 
fluctuations by disregarding fractions. In 
making the figure chart, you set down only 
the full figure, disregarding all fractions. 
You set down a new figure whenever a new 
full figure is reached by the averages, placing 
this new figure above or below the preceding 
one, or if that space is already occupied, then 
in the next space to the right. 

For example: Suppose the averages start 
at 125. As soon as the full figure is reached, 
you set down 126 directly over 125. When 
127 is reached, you set down that figure over 
126. The averages might continue to advance 
to 127.99, but if they reacted from that point 
without touching the full figure 128, you 
would not put any higher figure on your chart. 
Suppose from, say, 127.6 the averages return 

.to 126 or lower, you would then set down the 
figure 126 alongside your previous 126. If 
you reached 125 next, this figure would be 
placed directly below 126, or if the advance 
was renewed and you next reached 127, this 
would be placed directly above the 126. 

We think with this explanation, a study of 
the 20-Rail Figure Chart as given each month 
in THe MAGAzIne or WALL Street will en- 
able you to understand the method by which 
the chart is constructed. 





Interpretation of Volumes. 

In volume 3, page 203 of Tue Ticker it is 
said that, “It is just as important to study 
the small as the large lots. The smaller quan- 
tities—like the feathers on an arrow—indicate 
that the business end of the arrow is at the 
other end. In other words the smaller lots 
keep one constantly informed as to what frac- 
tion forms the other side of the market.” This 
is not entirely clear to me.—A. S. 

The meaning of the passage you quote is, 
briefly, that when the smaller lots come out 
on declines, the large lots must necessarily 
be coming out on advances. Both these in- 
dications would show a general upward 
tendency. 

This is merely one application of the general 
principle that when the trend of the market is 
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upward, the activity of trade in the market 
shows a tendency to increase on advances and 
decrease on declines, Likewise, when the 
trend of the market is downward, the activity 
of business will be likely to increase on de- 
clines and decrease on advances, This prin- 
ciple applies on all fluctuations, whether of 
one-quarter of a point or five points or more. 

There is no difficulty in understanding the 
principle. The trouble comes in the applica- 
tion of it. The student will find himself fre- 
quently deceived by temporary movements. 
For example, suppose the general tendency of 
the market, as shown by activity of trade, is 
downward most of the time throughout a ten- 
point movement. But this ten-point movement 
might be interrupted by a three-point upward 
move. You would then have conflicting ten- 
dencies, the indications for the short move 
of three points being upward, while indications 
for the long move of ten points would still be 
downward. 

Nothing but continued experience and obser- 
vation will enable the trader to interpret 
volumes correctly. The general current of 
the market is interrupted by eddies and tem- 
porary. backward movements, to interpret 
which expert skill is required. 





Execution of Stop Order. 

I trade in wheat only. I gave the broker a 
standing order to limit loss to margin in hand. 
Broker placed stops on trades at such limits 
for a long period, but on a quick drop the 
price reached my exhaust and the broker 
threw my line on the market and offered it 
down half cent before closing it out. This 
was_all done too quick to give instruction or 
put up additonal margins. 

Am I liable for the loss sustained over my 
margin or should the broker have protected 
himself ?— 

This is a “question that often arises between 
the broker and his customer. The broker must 
be allowed a certain leeway in executing stop 
loss orders. 

When you instruct your broker to limit 
loss to margin in hand, he is obliged to do 
one of two things. First, he may close out 
your trades before your margin is exhausted, 
leaving a point or more, according to his 
judgment, to cover the possibility of - some 
accident which would make it impossible for 
him to close the trade at the exact figure 
where your margin is exhausted. Or, second, 
he may place the stop at the exact exhaust 
point and then in case a change in the market 
over night or some sudden movement of the 
price prevents him from executing the order 
at the exact limit, he will call upon you to 
make good any slight additional loss which 
may be suffered. In cases where the broker 
is well acquainted with his customer, he is 
likely to place the stop loss at the exact ex- 
haust point, knowing that the customer will 
willingly make good any further small loss 
which might unavoidably result. If the cus- 
tomer is a stranger so that the broker does not 
know whether the customer would respond to 
such an additional margin call, then the broker 
is obliged to protect himself by closing out the 
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trade a little before the actual exhaustion of character of bonds you buy and _ their 
the margin. marketability. 


We think there is no doubt that you are 
legally. liable for the additional loss thus sus- 
tained, provided the broker did his best to 
close out your trade at the exact exhaust 
point. If his services have been honestly and 
faithfully rendered, the law will not require 
him to stand a loss thus resulting. 





Bond Notes and Inquiries. 


What do you think of New York City 
bonds?—C. M. 

New York City bonds are thoroughly all 
right. The fact that the very best banking 
judgment of the country asked for the 
latest issue on an average price to yield 
less than 4.25 per cent. is sufficient evidence 
that those who know the position of New 
York City best in a financial sense have no 
hesitancy in buying its bonds even when the 
amount is so enormous. 





Can I trade in bonds on a margin?—T. D. 

Yes. But, of course, you will have to 
submit to your broker’s judgment in a 
large sense even as one trading in stocks 
on a margin must do. That is to say, you 
will have to abide by his decision as to how 
much margin you shall keep against the 
bonds—and this you will learn is governed 
by many circumstances, among them the 





I was offered a certain amount of bonds 
by the salesman of a large house and ac- 
cepted the offer, but when he would close 
the trade the house informed me the bonds 
had risen in price and none were being 
offered at the price originally given me. 
Should — that house have delivered the 
bonds?—J. S 

On the face of things as set forth in 
your question we should say yes, the house 
should have. delivered the bonds to you. 
However, you do not state whether the 
salesman offered them subject to previous 
sale or advance in price. If he did this then 
the house was in the right. 





Do you advise holding money a few 
months or buying short term notes right 
now with the hope of getting long term 
bonds cheaper late in the year?—L. T. 

We do not think this is altogether a wise 
plan. If it is the matter of getting the long 
term bonds cheaper later on that is the 
controlling motive in your suggestion we 
think you are mistaken in your assumption. 
The prices of high grade long term bonds 
are not likely to be materially lower then— 
in fact, we feel with the prospective easy 
money conditions ahead for some time yet 
you will not get the long term bonds 
cheaper at all than you can buy them now. 





Readers frequently ask to be referred to responsible brokerage houses. In making 
such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 


you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians ot 
our own funds, but of course can take no further responsibility. 





The Figure Chart 


The following figure chart completes the chart on page 108 of the July, 1910 Macazine 


or Wat Street down to date given below. 


It is based on the daily average closing bid price 


of 20 standard railway stocks, and gives a general view of the course of the market since 








June, 1910: 
June July Aug. Oct. Feb. June Sept. Nov. _ Apr. May 
: _ > a 18. 20, 7. 27. 23. 20, 18. 
1910. 1911. 1912. 
23 23 23 
22 22 22 22 22 
21 21 21 21 21 21 
20 20 20 20 20 
19* 19 19 19 19 19 
18 18 18 18 18 18 18 18 18 18 18 18 
17 17 17 17 17 17 17 17 17 17 17 17 17 17 17 
16 16 16 16 16 16 16 16 16 16 16 16 16 
15 15 15 15 15 15 15 15 15 15 
14 14 14 14 14 14 14 14 14 14 14 
13 13 13 13 13 13 13 13 13 13 13 13 
12 12 12 12 12 12 12 12 12 12 
11 2 os 11 11 11 11 
10 





i *100 is subtracted from each figure in order to condense the chart. Thus 19 represents 
, etc. ‘ _ 
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Essential Statistics Boiled Down 


HE figures below give a complete 
view of the financial and industrial 


comparisons for the corresponding month 
(or nearest month obtainable) in each of 




































Index Index of Index of 
Cost of Commod- Commod- 


situation, with the best available | the four preceding years. 
Average Average PerCent. Per Cent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loansto Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European New York New York All All First of 
Commer- Banks Clearing- Clearing- National National Month. 
cial Paper house house Banks. Banks. 
New York. Banks. Banks. 
i 4% 3% 26.0 97.9 rs bee $34.56 
cS ES 4% 4 25.7 99.2 103.3 16.3 34.45 
SS ARS 4% 4 26.1 97.6 » itioatie Bn 34.53 
fh 35% 3% 28.2 96.3 105.3* 17.1* 34.55 
ich ie duaiee chats 4% 3% 26.8 101.5 104.5* 16.0* 34.45 
Siar da 4p see 'd'es 3% 3 26.0 95.6 103.3t 18.2t 34.92 
Pssietsdisvecs 4% 3% 29.6 94.1 105.5t 20.07 35.37 
*March. tApril. tMay. 
New Securi- Bank Balance of Balance of 
ties Listed Bank Clearings Gold Trade 
N. Y. Stock Clearings of U.S. Movements Imps. or 
Exchange of U.S. Excluding —Imports or Exports. 
° (000 omitted) (O00 omitted) N. Y. City. Exports. (000 omitted) 
(000 omitted) (000 omitted) 
Po" eS . > a $207 443 $15,043,486 $6,213,331 Im. $2,075 Ex. $16,344 
March, 1912...... 63,583 14,520,184 6,103,230 Ex. 3,118 Ex. 48,805 
a &. ) er 133,448 12,382,727 5,411,915 Im. 3,019 Ex. 38,160 
2» A 114,749 14,045,487 5,703,725 Ex. 34,182 Im. 811 
- re 124,666 13,692,120 5,077,392 Ex. 2,992 Ex. 3,007 
; ee 152,606 9,776,913 4,289,339 Ex. 11,915 Ex. 45,920 
Gibson’s Bradst’s English Whole- Produc’n Price U.S. Produc- U.S. St’l 


sale . of Iron of 
Price of (Tons.) Copper per (Lbs.) 


tion of Cop- Co. Unfill. 






Tonnage 

















Living. ity Pcs. ity Pcs. Pig Iron.(0000’td.) (Cents). (000 o’td.) (000 o’td. ) 
May, 1912........ 1222 9.27 2693 $15,62 Ai | eee athe 
April, 1912....... 1205 9.10 2791 15.50 2,375 15.7 125,464 5,664 
March, 1912..... 115.7 8.90 2667 15.30 2,405 14.7 125,694 5,304 
eS eer 106.5 8.46 2554 15.38 2.065* 120 118,085* 3,218* 
nf Me seted 117.7 9.03 2416 17.49 2,483* 125 117,000* 5.4027 
: 1909....... 114.1 8.30 2197 16.12 1,738* 128 113,000* 3,542T 
Sisehess 105.3 7.96 2195 17.12 Lae ~ Bee) «sees 3,765T 
*April. ?March. 
Net Building Business Crop Babson’s 
Surplus Operations, Failures. Conditions. Average 
of Idle Twenty Total Winter 10 Leading 
Cars. Cities. Liabilities. Wheat. R. R. Bonds. 
i. =e 0 I ee ere 79.7% 97.7 
April, 1912....... 18,708 $63,068,298 $15,974,064 80.6 97.9 
March, 1912...... 7,842 49,666,896 19,827,060 mal 98.2 
os =a 187,278 54,315,271 15,102,213+ 86.1 98.6 
a aes 122,593 61,350,965T 21,051,1147 2.1 97.9 
ie, = EE 284,292 71,435,000 17,394,207t 83.5 102.2 
- ? ois 42,205,000T 21,368,239T 89.0 95.6 





*Last of April. tApril. 


430,656,000 bu. 






















tAcreage, 


25,744,000; 


1911-——31,367,000., 


Est. crop, 370,714,000 bu.; 








1911— 











The Situation Summarized 


[While an attempt is here made to divide the important factors into favorable and 


unfavorable, this classification is for convenience only. 


It should be fully recognized 


that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities for 


the future. 


Also, it would be impossible to strike a balance in this way, as one bullish 


factor might be so important as to outweigh all bearish considerations, or vice-versa.] 


Favorable 


Money easy and banking position sound, 
with substantial excess of deposits over 
loans. This is true not only of New York 
but throughout the country. 


Reduction in rate of discount by English 


and French banks. German rate un- 
changed, but the bank is in a stronger posi- 
tion than last year. Believed that the 


period of strained relations among European 
nations is now safely passed. 


Rising deposits in many savings institu- 
tions, but this tendency is not universal. 
This probably indicates some increase of 
thrift as compared with the conditions of 
two or three years ago. 


Supplies of capital for investment are 
good, but a high rate of interest is re- 
quired to bring them into the market. 
Continued popularity of 7 per cent. indus- 
trial preferred stocks. 


Bank clearings continue large, showing 
that business is being transacted on a fairly 
liberal scale, taking the country as a whole. 


Record breaking foreign trade for April, 
both imports and exports exceeding all pre- 
vious figures for that month. 


Business conditions in foreign countries 
generally good, and in many cases notably 
active. 


_ Commercial failures for April show fall- 
ing off in total liabilities compared with 
preceding months, but number is larger 
than any previous April except 1908, indi- 
cating pressure on small tradespeople. 

Railroad gross earnings well maintained. 

Spring wheat seeding progressing under 
favorable conditions. 

Activity at rising prices for both steel 
and copper. U. S. Steel earnings now at 
rate of about $24,000,000 for current quar- 
ter. Unfilled orders large. 


Retailers stocks of goods low. 
Anthracite strike adjusted. 
Turkey reopens the straits of Dardanelles. 


Erie Railroad places contracts for 215 
mie of double tracking, to cost $11,000,- 





Unfavorable 


Continued advance in cost of living, 
which prevents large savings and encour- 
ages radical sentiment. Now at high-rec- 
ord figure for many years. 


Confused political situation. Split in 
Republican party and uncertainty in Dem- 
ocratic. Apparently will be difficult to 
nominate and elect a conservative candidate. 


Late spring checking activity of trade, 
especially in country districts. Corn and 
cotton planting delayed. 


Large wheat acreage plowed up. _ Esti- 
mated crop May 1, 60,000,000 bushels below 
crop raised in 1911. This is a serious short- 
age, but there has been some improvement 
since May 1 


Heavy damage to cotton and other South- 
ern crops by floods. 


Bond prices sagging. New offering of 
New York City 4%’s brought an average of 
only 100.7. 


Bank clearings and railway earnings not 
increasing as rapidly as the cost of living. 
Increase more apparent than real, owing to 
decrease in purchasing power of money. 


Dry goods business rather dull. 


Development of suburban real estate 


overdone in many cities. 


Prices of farm land unduly high i ae 
with farmer’s profit. 


Heavy output of new securities since 
January 1, which diverts capital from exist- 
ing stocks. Public interest in the stock 
market appears to be declining compared 
with last month. 


Active manipulation of specialties in the 
stock market and bull arguments based on 
“powerful support.” 


U. S. Steel, Beef Trust and Money Trust 
investigations continue. 


Filing of new dissolution suits by govern- 
ment against trusts. 


Unrest and frequent demands on the part 
of nearly all classes of labor. Difficulties with 
engineers and firemen not yet cleared up. 



































The Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 


HE general course of railroad stocks 
for ten years is shown in chart form 
below. The last week given is that 

ending May 18, 1912. 

The diagram also shows, in millions of 
dollars, the course of excess deposits and 
surplus reserves of New York clearinghouse 
banks (excluding the trust companies). 
The zero line represents equality of loans 
and deposits. 

Surplus of Capital—This diagram is 
chiefly useful in indicating, in a rough gen- 
eral way, the probable supply of capital 
for investment in securities. Excess de- 
posits mean buying power. That power 
may not be exercised at the moment, but 
its appearance in the stock market is usually 
not very long delayed, as will be seen by 
comparing the general course of prices with 
the course of excess deposits. 

It will be noticed that a decline in excess 
deposits from February to April has oc- 
curred every year, unless counterbalanced 
by a very strong upward movement, as in 
1904 and 1908. It is due to the require- 
inents of spring business. Cold weather 
and frozen ground cause a seasonal con- 


190 


traction during the winter, so that unused 
capital flows into New York bank reserves; 
then the increasing activities of the spring 
draw it out again into general trade; and 
next comes a partial return movement as 
planting progresses, after the spring re- 
quirements have been met. We are familiar 
with the outward movement of money for 
“crop moving” in the fall. There is a 
similar, though much smaller, outward 
movement for crop planting. 

There was a halting and irregular upward 
movement of excess deposits from Novem- 
ber, 1910, to February, 1912. The sudden 
dip below the zero line in December, 1911, 
and the equally sudden recovery in the next 
month, were due to unexpected heavy bor- 
rowing by Berlin, which temporarily pulled 
down the resources of New York banks. 

The stock market, in spite of political 
uncertainties, followed this movement of 
excess deposits, but in the same halting and 
half-hearted way. An average price com- 
posed of both railways and _ industrials 
would, in fact, show a slightly higher level 
at the top of the recent advance than was 
reached in July, 1911, as on the last move- 
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ment the industrials were relatively stronger 
than the rails. The difference is, however, 
unimportant and we find the 20-rail aver- 
age generally the most satisfactory in study- 
ing the broad movements of the market. 
There is more unity in the movements of 
railway stocks. The different industrial 
stocks are subject to a wider variety of 
influences and need to be considered in- 
dividually. 

The special point to be noticed now in 
the movement of excess deposits is that 
the reaction in the line due to requirements 
of wane trade was greater this year than 
in any of the preceding ten years shown on 
the diagram. - 

In the years when stocks had a general 
upward trend—1904, 1905, 1908, 1909 and 
1911—the rally of excess deposits from this 
seasonal spring outflow has always reached 
a point as high as that of the preceding 
winter, with the exception of 1905, when 
the over-extension which culminated in the 
following year was already beginning to 
show itself. It will be interesting to ob- 
serve whether excess deposits this summer 
again reach the high point of $75,000,000 
touched last January. 

The spring outflow of deposits was very 
much larger this year than in 1911. 
certain that this was partly due to the 
greater activity of business, but many will 
claim that it was also due in part to the 
fact that business is now being done on a 
very small margin of profit, so that the out- 
flow of capital is not balanced to the same 
extent as usual by the return flow of de- 
posits. 

Comptroller’s Call for All National Banks. 
—The returns on the last call, now fully 
available, show little change and indicate 
no important tendency. The relation be- 
tween deposits and loans is normal and the 
banks’ supply of cash is satisfactory. Con- 
ditions are apparently sound, but give no 
special indication as to the future. 

Crop Prospects.—The late spring is par- 
ticularly unfortunate in view of the fact that 
the cost of living keeps climbing to new 
high levels. A late start for the crops 
leaves them open to greater dangers as the 
season progresses, and if the final result is 
unsatisfactory, higher prices for food stuffs 
and consequently a still higher cost of liv- 
ing would apparently be unavoidable. Every 
rise in the cost of living means unrest and 
growing radicalism among the people. 
Hence a crop shortage which might not 
have seriously injurious effects under other 
conditions, would this year result in fur- 
ther disturbance of public sentiment and 
further timidity in the investment of capi- 
tal. But it is entirely possible that favor- 
able weather conditions during the re- 
mainder of the season may yet overcome 
the handicap imposed by the late, cold 
spring. 

Foreign Trade.—While our foreign trade 
position is satisfactory, undue emphasis is 
—s laid upon it. The figures covering 
the first ten months of each fiscal year for 
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last fifteen years are worth examining: 


the 


Excess exp. 
$523,691,230 
479,856,348 
167,780,014 
351,074,177 
613,601,453 
412,952,776 
467,408,952 
339,074,209 
448,483,505 
359,304,919 
435,640,580 
584,298,012 
455,117,184 
471,557,021 
514,020,400 


Imports. 
$1,366,785,75) 
1,274,604,761 
1,318,233,036 
1,071,194,560 
1,018,192,236 
1,195,399,104 
1,020,873,178 


Exports. 
$1,890,476,981 
1,754,461,109 
1,486,013,050 
1 422,268,737 


1:273,614,611 
1,277,715,480 
1,223,989,242 
1,190,157,387 
1,200,422,817 
1,172,403,276 
1,036,787,828 565,230,807 
1,025,220,172 511,199,772 

Between 1898 and 1912 our population in- 
creased about 30 per cent., and the level 
of prices rose from 6.57 (Bradstreet’s In- 
dex) in 1898 to 9.27 in 1912, or about 41 
per cent. As our foreign trade is measured 
in dollars, our excess of exports, in order 
to hold its own, should have gained 41 pei 
cent. if our population had remained sta- 
tionary; and to keep pace with population 
also it would also have to increase 30 per 
cent. In fact it has remained practically 
stationary, taking one year with another. 
There is no special cause for alarm in this 
fact; but neither have we any reason to 
congratulate ourselves. In all these mat- 
ters it is worth while to dig a little below 
the surface. 

Politics—Out of a mixed situation, one 
point stands out clearly, and that is the 
growing power and intelligence of labor 
and of the ultimate consumer. Many of 
the men who earn their bread by their 
hands, and who see that bread growing 
dearer and dearer year by year, are shout- 
ing for Roosevelt and voting for him at 
the primaries, not because they love Roose- 
velt more, but because they love capitalists 
less. Rightly or wrongly, they believe that 
he represents the militant spirit in current 
politics, an active effort to change condi- 
tions which they consider highly unsatis- 
factory. 

In the recent parade the woman suffragists 
carried a banner which read, “All this is the 
result of teaching women to read.” The 
spirit of radicalism is due to the great in- 
crease in reading among the people. A 
“progressive” weekly is reputed to have a 
circulation of about 1,500,000—or one in thir- 
teen of the total number of voters in the 
United States, white and black, literate and 
illiterate. A certain ultra-radical Socialist 
weekly has over 1,000,000 regular subscribers 
—one voter out of 19. The combined circula- 
tion of all the Hearst publications is enormous, 
and doubtless influential with many readers. 

These are new conditions--just as presi- 
dential primaries are new, and control of 
rates by the Interstate Commerce Commis- 
sion. Thinking men are questioning 
whether we shall not have to revise our 
definitions of property and of ownership. 
Affairs are in the melting-pot, and a shal- 
low optimism is just as foolish as a sour 
and recalcitrant pessimism. When prices 
are rising rapidly, we may well temper our 
bullish enthusiasm with a sane conservatism. 


676,124,805 
717,296,092 




















